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I 


Neither the Trade Boards Act itself nor its effect upon the 
position of those classes of workers who come within its operation 
can be rightly understood without some review of the causes which 
led to its introduction into the British House of Commons. The 
first years of the twentieth century witnessed a very widespread 
and remarkable change of thought on the subject of the interde- 
pendence of classes in Great Britain: in a sense never previously 
true the solidarity which exists between all members of the body 
politic became an accepted proposition. There had been a time, not 
even now far distant, when it was tacitly assumed and even ex- 
pressly asserted among Englishmen that different classes of the 
same people could be economically independent. The well-being 
or the degradation of a single class, however serious a question it 
might appear to the humanitarian or the moralist, presented no 
problem requiring the serious attention of economists trained in the 
school of laissez-faire. When a wave of humiliation, distress, and 
dismay ran through the country on the publication of the Report 
presented by the House of Lords Committee on Sweating in 1889, 
the influence of that school, though already fast waning, had still 
sufficient hold on the national mind to prevent any definite action 
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being taken on the Report. The thrill of feeling was genuine, but 
unproductive of real reform. Its only direct practical outcome 
was a temporary craze for slumming on the part of certain well- 
to-do individuals. Indirectly the Report was not without effect: 
after the diffusion of so much new knowledge the attitude of 
blank ignorance toward the facts of life in the lowest walks of 
industry was no longer possible to the majority of the community. 
Only the peculiarly sheltered and the very frivolous escaped some 
acquaintance with the state of things that stood revealed in the 
Lords Committee room. Indirectly, to the results of this new 
knowledge may be traced a deepened interest in the questions of 
housing and public health, and certain amendments of those fac- 
tory laws which for the “‘man in the street” remain a mysterious 
code of regulations with which he rarely feels tempted to meddle. 
But the root cause of the evil was left untouched. No one in 
authority had then the courage to “strike his finger on the place” 
and point out that in regulation of wages lay the only reasonable 
hope of abolishing the sweating system. 

In 1889, therefore, when the problem was stated in all its terms, 
no step was taken to solve it. The general thought, still enveloped 
in the mists raised by the Manchester School, still bemused by talk 
of the iron law of wages and the need of free competition, still half- 
credulous of the theory of the wage fund, was too timorous to sug- 
gest any dealing with wages which might seem like a return to 
those Elizabethan methods which had received their coup de grace 
with the coming-in of the modern industrial system, and too con- 
ventional to try a new way unconsecrated by previous custom and 
enactment. But among some of those younger nations of Great 
Britain’s planting, in countries where tradition had less force 
and native courage more scope for action, the minds of men were 
already moving in the direction of such new methods. In the 
Australian colonies, in New Zealand, the last decade of the nine- 
teenth century was to see a remarkable series of legislative experi- 
ments dealing with the wages of the worker, and these experiments 
did not go unobserved by a few watchful and penetrating students 
of social conditions at home. Sir Charles Dilke perceived from the 
first their value and importance for the mother country, and took 
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note of their progress and results with the eye of a statesman as 
well as with the sympathetic attention of a social reformer. The 
system which commended itself to him as most promising for 
adoption by an old and complex society was the most elastic of the 
three brought forward by Australasian statesmen—the Wages 
Boards system of Victoria, framed especially to meet the old-world 
evil of sweating as it had quickly developed in Melbourne. This 
left the minimum wage to be fixed by the trade itself instead of 
establishing it by means of parliamentary enactment or judicial 
decree, and was untainted by any association with compulsory 
arbitration—then as now a word of fear in the ears of English 
labor. On the lines of this system he framed his own Wages 
Boards Bill, and patiently introduced it year by year into the 
House of Commons undeterred by persistent ill luck in the ballot 
and small sympathy among members who, whether official or 
unofficial, for the most part regarded such a proposal as an academic 
exercise rather than a measure of practical politics. But events were 
working in his favor. That which his wide knowledge and trained 
experience had appreciated early was gradually forced upon more 
ordinary intelligences. In the twenty years that elapsed between 
1889 and 1909 the courses of the world combined to make plain the 
truth that economically we are all members one of another. Expert 
examination into the sources of national prosperity and national 
decline showed that even one unsound spot in the national organism 
is and must be the cause of weakness and corruption in the whole. 
Willingly or unwillingly, the wealth acquired by the underpayment 
of labor must needs pay toll toward the maintenance of those of 
whose incapacity, sickness, destitution, or crime such underpay- 
ment is the fruitful source. Thinking people began to realize that, 
however splendid the industrial superstructure, if its foundations 
be set in a mass of bad work and half-starved workers, if the build- 
ing be reared above an abyss of inefficiency and misery into which 
those belonging to the higher working grades are in continual 
danger of slipping, carrying with them the children who are neces- 
sarily the hope of the next generation, the whole building must be 
in peril. It was perceived that in the case of a large class of the 
community a lowering of both physique and morale was going on 
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which must presently amount to a national danger. Moreover, 
Englishmen learned that this new consciousness of danger was not 
confined to thinkers of their own nationality. Their Continenta] 
neighbors, too, had a sweating problem and were becoming keenly 
alive to the importance of finding a solution for it. Foreign goy- 
ernments took steps which showed their sense of the necessity laid 
upon them to deal with the matter by legislation. The old easy- 
going method of leaving things to right themselves under some 
mysterious economic law was being everywhere abandoned. The 
time was ripe for the act which came into existence five years ago. 

Its way had been carefully prepared, not only by the annual 
introduction of the Wages Boards Bill which has been alluded to, 
but by prolonged and patient spade work in the country. By much 
careful investigation, by propaganda in the lecture hall and the 
press, finally by the great object-lesson of the Sweated Industries 
Exhibition in London, a small band of social reformers succeeded 
in convincing the public mind of the widespread prevalence of the 
evil which they attacked and in familiarizing it with the proposed 
means of cure. Sweating was found, contrary to preconceived 
ideas, to be confined to no special trades or special localities or 
special classes of goods. It had been supposed to go hand in 
hand with cheapness; but the public learned with dismay that the 
payment of a high price for a manufactured article was no guaranty 
that its actual maker had received a fair wage for his or her part 
in the production. It had been believed by many to be the result 
of alien competition; it was seen to flourish equally in towns and 
trades where the alien is an economic factor and in those where 
economically he does not exist. More and more, as first-hand 
knowledge increased, it became manifest that while there are few 
industries in which the workers are all underpaid, there are fewer 
still in which they are not underpaid in some department. The 
connection of such underpaid departments with the most pros- 
perous industries was proved to be common. Over a large area of 
industry the wages paid were found insufficient to provide ade- 
quately for the barest necessaries of life; in particular such official 
returns as those of the Board of Trade Earnings and Hours Enquiry 
showed the wages of women in nearly every industry, save the 
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cotton textiles, to be below a decent subsistence level. These 
things being pressed continually on public attention, an atmosphere 
of sympathy and understanding was gradually created in which it 
became possible to move in good earnest for remedial legislation. 

As is ordinarily the practice in England when social legislation 
of a novel character is to be attempted, the government stood aside 
officially, contenting itself at the outset with friendly encourage- 
ment of a private member’s bill. How great had been the effect 
of time and teaching was shown in the fact that this bill passed its 
second reading in the House of Commons without a division, with 
the support alike of Liberals and Conservatives, Nationalists and 
Labor men. By agreement it was referred, not to an ordinary 
Standing Committee of the House, but to a Select Committee, 
which took much evidence and examined exhaustively into the 
whole question of sweating. It was known as the Home-Work 
Committee; but neither its examination of witnesses nor its 
recommendations were confined to home-work which indeed in 
England occupies only a comparatively insignificant portion of the 
field of industry. No one conversant with the question of sweating 
had at any time supposed it to be confined to the class of home- 
workers, although it was among this class that the worst effects of 
underpayment were most clearly and shockingly apparent. It 
was not, therefore, a matter for surprise when Sir Thomas Whit- 
taker’s committee proposed the establishment of Wages Boards 
for factory workers and home-workers alike in certain selected 
industries. 

Out of this Report sprang the Trade Boards Act of 1909, which 
proceeded from the Board of Trade during the brief and brilliant 
period of Mr. Winston Churchill’s presidency of that department. 
In the four trades first scheduled under the act—ready-made and 
wholesale bespoke tailoring, paper-box making, the finishing of 
machine-made lace, and the hand-hammered chain-making of 
Cradley Heath—a very low rate of wages was notorious. But it 
was never intended to confine the ultimate operation of the new 
measure to this group of industries, and from the beginning pro- 
vision was made in the bill for its extension to other trades or 
branches of trades in which, as compared with other employments, 
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the rate of wages prevailing should be proved, to the satisfaction 
of the Board of Trade, to be exceptionally low. 

The act does not, however, place the power of such extension 
in the hands of the President of the Board of Trade. It was 
expected, and perhaps hoped by the original promoters of the new 
legislation, that the precedent would be followed by which the 
Secretary of State has power to apply certain provisions of the 
Factory Act from time to time to fresh trades, by order. But the 
government doubtless felt that a procedure which the employers 
consent to accept, not always very willingly, in the case of a well- 
established industrial code, could not without risk be applied to 
one of a tentative and experimental character. So it was laid 
down that extension must take place by “provisional order”; and 
as a “provisional order,” to become effective, must be embodied 
in a bill confirmed by both Houses of Parliament, no extension of 
the act can take place without direct parliamentary ratification. 

A further safeguard against any sweeping extension was set 
up in the provisions that, if a petition should be presented against 
any order comprised in a confirming bill, that bill, in so far as it 
related to the particular order, should be referred to a Select Com- 
mittee of the House of Commons or to a joint Committee of the 
two Houses before whom the petitioner should be allowed to appear 
and to oppose. Effect was given to this provision last year when 
on a provisional order being made to extend the act to five new 
trades, one of which was a branch of the laundry industry, the 
Federation of Laundry Associations presented a petition, and a 
Select Committee of five members of the House of Commons was 
appointed to consider it. 

The act lays upon the Board of Trade the obligation of estab- 
lishing Trade Boards in connection with any trade to which the 
act applies, providing incidentally that where any trade or branch 
of a trade for which a Trade Board has been established under the 
act is carried on in Ireland, a separate Trade Board shall be estab- 
lished in Ireland to deal with the Irish part of the trade. 

It is to be observed at the outset that there is under the Trade 
Boards Act no attempt on the part of Parliament to fix wages. 
Neither is there any power to that end delegated to the Board of 
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Trade. The function of the state—here represented by the Board 
of Trade—is limited to the sanction or suspension of a minimum 
rate of wages, which has been fixed by the Trade Board represent- 
ing the trade affected in its two divisions of employer and employed. 
In order to make the boards thoroughly representative in character, 
it is provided in the act itself that they shall consist of representa- 
tives of employers and employed in equal numbers, and that 
women as well as men shall be eligible to sit upon them; and, in 
the regulations made under it, that where the home-workers in any 
trade form an appreciable proportion of the whole number of 
employed, they shall be entitled to special representation. 

In addition to the representative members, chosen either 
directly or indirectly by those whose interests they represent, there 
is on each Trade Board a third element: that of the “appointed” 
members who are the direct nominees of the Board of Trade. 
They are not officials of the department, but persons chosen from 
outside, selected in some cases for their special knowledge of indus- 
trial conditions, and in all on grounds which appear to insure that 
they will bring impartiality and intelligence to the consideration 
of the problems laid before them. Since it must naturally occur 
that in many cases the employers’ side is able to bring the stronger 
force of argument to bear upon Trade Board questions, owing to 
the wider information and better education of the persons com- 
posing it, and since the majority of members on the other side of 
the table will frequently be untaught and inexperienced workers, 
unaccustomed to act together and quite unversed in debate or 
discussion of any kind, the presence and qualifications of the 
appointed members of a Trade Board are necessarily of great 
importance in securing satisfactory decisions. 

The act has not left out of sight the consideration that what 
are commonly called the sweated trades employ a majority of 
women, and has provided that for any trade in which women are 
largely employed at least one of the appointed members shall be 
a woman. Further, by not explicitly limiting the representatives 
of employers and workers to persons actually engaged in the trade, 
the act leaves the workers free to appoint as their representatives 
trade-union officials and social workers who can frequently put 
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their point of view much more effectively than they could plead 
it for themselves. Thus, to their great and lasting advantage, 
they have had as their mouthpiece on all the four first boards estab- 
lished Mr. J. J. Mallon, the able secretary of the National Anti- 
Sweating League, who is acknowledged to be the first practical 
authority on Trade Boards in this country outside the official 
ranks; and on two of the four, so distinguished a champion of 
woman in industry as Miss Mary Macarthur of the Women’s 
Trade Union League. This concession to one party on the board 
of course involves a corresponding concession to the other side, of 
which the employers on three of the boards have made use by 
appointing a trained lawyer as their spokesman. 

Care has been taken to keep the official element in strict sub- 
ordination to that which is representative. At all times the num- 
ber of appointed members on any Trade Board must be less than 
half the total number of members representing employer: and 
members representing workers. This is as it should be: the 
appointed members are there to hold the balance even between two 
parties often unequally matched, but they are not themselves 
principals in the debate. They do not initiate discussion, though 
there are times when they may most usefully intervene in it. 

The four trades first scheduled under the Trade Boards Act 
fell into two groups. Two are small, strictly localized industries; 
the remaining two are important trades, widely distributed, and 
carried on under varying conditions in different parts of the country. 
That the Trade Board might obtain complete information as to 
these local conditions, power was given it to establish District 
Trade Committees, consisting partly of its own members and 
partly of employers and workers in the special locality in which the 
committee should be set up. These committees were to be con- 
stituted on the same lines as the Trade Board, and to consist of 
employers, workers, and appointed members in similar proportion. 

It will be seen that the chairman of a Trade Board as consti- 
tuted under this act is necessarily a person of considerable impor- 
tance. He is appointed by the Board of Trade, and although there 
is no reason why under the provisions of the act each Trade Board 
should not have its own chairman, so far a single chairman has pre- 
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sided over all the six Trade Boards (four in Great Britain and two 
in Ireland) established for the trades first scheduled. This same 
chairman will conduct the proceedings of the new boards thus far 
constituted under the extension of the act. 

In like manner, a single secretary (also appointed by the Board 
of Trade) at present carries on his shoulders the accumulated re- 
sponsibility of the work of all the existing boards. 

A Trade Board has one main duty as defined in the act: to 
fix minimum rates of wages. It should be clearly understood that 
the rates fixed by Trade Boards are minimum rates only, i.e., they 
represent the limit below which wages may not legally fall, and no 
more. They are not empowered either to create scales of wages 
in respect of individuals or classes of workers, or to set any limit 
to the advances upon the rates which they have fixed that may be 
offered by employers or secured by workers. They are, however, 
empowered, in cases where the infirmity of the worker does not per- 
mit him or her to earn the minimum time-rate, to exempt the 
employment of that worker from the provisions of the act, thus 
freeing the employer from the penalty to which he would otherwise 
be liable for paying wages at a rate less than the minimum time- 
rate. It is true that since their establishment the boards have dis- 
covered that the act gives them implicitly, though not explicitly, 
certain further powers, of which that of limiting the number of 
learners in proportion to adult workers and prescribing the condi- 
tions of their learnership, as well as fixing for them a rising minimum 
rate, are the most important. But these powers are consequential 
on that of fixing the minimum rate and are exercised solely with a 
view to its enforcement. Without some limitation of the number 
of learners in certain trades, the fixing of the minimum rate by the 
Trade Board could be rendered entirely ineffective by the simple 
expedient of displacing adult workers in favor of a series of learners 
to be in their turn dismissed when they should reach the age at 
which adult wages become payable. 

The act distinguishes clearly between the fixing of a minimum 
time-rate (which is compulsory upon every Trade Board) and 
the fixing of general minimum piece-rates, which is optional. 
But, where no general minimum piece-rate is fixed, it becomes 
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obligatory upon the employer himself to establish piece-rates which 
will allow the ordinary worker in his employ to earn not less than 
the amount that would have accrued to him if employed at the 
minimum time-rate. 

Public notice must be given by the Trade Board of any pro- 
posal to fix a minimum time- or general minimum piece-rate, and 
three months are allowed by the act for the lodging of objections 
to any proposed rate. When these objections have been consid- 
ered further notice is issued of the actual fixing of the rate, and 
after six months from that date the Board of Trade, unless it sees 
reason to suspend action, makes the rate obligatory. During the 
waiting period of six months between the fixing of the rate and the 
issue of the Board of Trade order, the rate has a limited operation. 
The employer is bound to pay it in all cases in which the rate is 
applicable unless he shall have made written agreement to the 
contrary with the workers affected. But, should he make such 
agreement (and indeed unless he gives express notice to the Trade 
Board which has issued the rate, that he accepts the rate as obliga- 
tory upon him during this waiting period) he becomes incapable 
of taking a contract from any government department or local 
authority if that contract involves employment of persons to whom 
the minimum rate applies. (This provision was, of course, inserted 
in order to put a premium upon immediate acceptance of the rate, 
especially by such large employers as ordinarily undertake public 
contracts.) When the six months have expired, the rate becomes 
compulsory upon all employers concerned, without exception, and 
they are henceforward liable to penalties if in any case they evade 
or refuse the payment of the established rate. In addition to a 
fine not exceeding £20 (and not exceeding £5 for each day on which 
the offense of non-payment of the minimum rate is repeated), the 
court may on conviction of the employer condemn him to repay 
to the worker who has been defrauded of his minimum rate of wages 
the arrears that appear to be due to him. 

To insure the carrying-out of the provisions of the act, power 
was given to the Board of Trade to appoint officers for the enforce- 
ment of its provisions and the investigation of complaints of its 
non-observance. These officers, although not given the title of 
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inspectors, really act in that capacity, and have, for the purpose of 
performing their duties, the right of examining wages sheets and 
wages books, of requiring information from persons giving out- 
work, and from out-workers, together with powers, similar to those 
of factory inspectors, of entering any factory or workshop or place 
used for giving out-work to out-workers “at any reasonable time.” 

One provision, occurring by the way but of great importance 
to the worker, remains to be noted. Section 6 of the act provides 
that the minimum rate of wages must be paid to the person em- 
ployed “clear of all deductions.” ‘These four words relieve the 
poorest class of workers from a burden that has long weighed 
heavily upon them. The provision does not, it should be observed, 
sweep away the whole system of fines and deductions in all work- 
places where the minimum rate is in operation, for it does not— 
and indeed cannot—deal with any earnings beyond the minimum 
wage which alone is contemplated by the Trade Boards Act. But 
it does at least secure the worker in absolute and undiminished 
possession of this minimum wage. 


II 


The Trade Boards Act has now been in operation for over four 
years, and the time has arrived for drawing some conclusion in 
respect of the value of a piece of legislation frankly acknowledged 
to be largely experimental in character. It is, however, necessary 
to recognize that the work of the boards actually established is still 
in a very early stage, and to guard ourselves against any expecta- 
tion of sensational results from action necessarily slow and tentative. 

The actual constitution of the boards themselves occupied no 
little time, and proved to be—as, indeed, it had all along been fore- 
seen it would be—a work of considerable difficulty. To gather 
together representatives of the employers, who, when not already 
federated, showed alacrity in associating themselves for the pur- 
poses of the act, was a comparatively simple matter; but when it 
came to securing proper representation of the workers, the task of 
the Board of Trade appeared in a very different light. The diffi- 
culties of that task were strikingly set forth in a paper by Sir George 
Askwith, published in the Soziale Praxis, of Berlin, early in 1911. 





616 JOURNAL OF POLITICAL ECONOMY 


Sir George, having explained the absolute lack of any general 
organization among the workers in the scheduled trades, shows how 
his department made use of any rudiments of organization that 
could be discovered: how small local unions were called upon for 
aid, meetings of workers summoned to discuss the question of 
representation on the board, inquiries made with the object of 
finding out those among the workers who most enjoyed their 
fellow-workers’ confidence and could best be said to represent their 
point of view. He explains how women had to be persuaded to 
abandon the silent reserve in which they were disposed to intrench 
themselves, and much patience brought to bear before the views of 
the home-worker could be ascertained. By a combined use of such 
means a list of workers’ candidates was at last drawn up; a com- 
mittee of the Board of Trade had then to decide whether the list 
was in conformity with the regulations; finally, the names were 
subjected to careful examination by leading officials. All this 
naturally took time—much time; and, in the case of the two 
greater industries, the work of constitution did not end with the 
nomination of the Trade Board. There were still District Com- 
mittees to be appointed—nine in the case of the widely distributed 
paper-box trade, seven in that of the larger but more concentrated 
tailoring. The establishment of these committees required great 
care and consideration, it being important that they should be at 
once composed for the most part of employers and workers other 
than those on the Trade Board itself, and yet closely in touch with 
the board. The latter need has been met by direct representation 
of the Trade Board—employers and workers—on each District 
Committee. 

The Chain-Making Board is the only Board which has, so far, 
been constituted by direct election of representatives by workers 
as well as employers in meeting assembled. In the other three 
cases the procedure was by Board of Trade nomination from lists 
sent up by the two parties. 

As the limited area of the chain-making industry rendered 
elections to the Trade Board a comparatively simple matter, so the 
limited number of operatives in the sections scheduled helped to 
facilitate the subsequent operations of the board. Only those 
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workers, men and women, occupied in hammered and dollied or 
tommied chain-making—sections of the trade carried on in the 
outside workshops and concerned with the manufacture of the 
smaller and cheaper kind of chain—are included in the schedule 
(the other sections engaged in manufacturing cable and ‘‘great”’ 
chains being both highly organized and well paid); and these 
number little more than two thousand. Again, the trade is one 
which has nothing to fear from foreign competition, for there is no 
import of chains into Great Britain, and such chain as is made on 
the Continent cannot be said to rival seriously the products of 
Cradley Heath in the markets of the world. These were elements 
making from the first toward a good understanding between the 
two parties on the Trade Board. On the other hand, the wages to 
be dealt with were deplorably low, the industry having long served 
as the classic example of sweating. Under the old conditions a 
woman of average capacity, engaged from forty to fifty hours a 
week on common chain, earned anything from 6s. 6d. to 8s. per 
week, from which 2s. 6d. had to be deducted for fuel and rent of 
forge. And even these rates only held good as regards the very 
commonest kind of chain, for in the case of chain of better quality 
the output was necessarily smaller and the amount earned less. 

The Trade Board agreed first upon minimum rates for the 
hand-hammered section, and, a few months later, for the dollied 
or tommied chain-making. In the latter branch chiefly men, in 
the former almost exclusively women are employed. Both are 
alike piece-workers. In this industry and in that of lace finishing, 
the vast majority of those employed are home-workers. In paper- 
box making and tailoring the home-workers are in a minority. 
But the Trade Boards Act of Great Britain makes no distinction 
between factory worker and home-worker in the trades scheduled 
under it, and the method pursued by the board was to fix the time- 
rate and then to express that rate in a piece-list. The time-rate 
for hand-hammered chain was fixed at 23d. per hour, and in prac- 
tice the piece-list has been found to yield the worker rather more 
than the time-rate. Taking the whole body of women, they have 
obtained under the new list an increase of net wage amounting to 
about 80 per cent, while in a considerable number of cases the 
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increase rises as high as 150 per cent, for the women whose earnings 
previously worked out at 1d. per hour were not a few. The advance 
in the sweated section of the men’s trade, while not so striking, is 
still considerable. With a minimum of sd. per hour for the worst 
quality of dollied and tommied work, and minimum rates varying 
from 5$d. to 7d. for better chain, a man in this section may now 
earn in a full week of fifty-four hours from 22s. 6d. to 31s. 6d. It is 
remarkable that these rates, with their high percentage of increase, 
were arrived at by agreement between the employers’ and workers’ 
representatives on the Trade Board—after long discussion, it is 
true, but with a final unanimity which seemed of the best augury 
for the acceptance of the board’s decision by the trade in general. 

Unfortunately, while the federated employers of the district 
showed themselves prepared to carry out the determination, there 
were at Cradley Heath a certain number of employers and middle- 
men who seized upon the provisions of the act which prescribed 
that three months’ notice of minimum rates fixed by any Trade 
Board must be given before they come into operation, and that 
any employer who can persuade his workers to accept a lower rate 
than the minimum during the six months following the first three 
shall be permitted to do so, in such a fashion as to threaten to stul- 
tify, to a large extent, the beneficial effect of the new rates. They 
took occasion from these waiting periods to amass large quantities 
of chain manufactured at the old figures, and at the same time 
endeavored to induce their workers to sign contracting-out agree- 
ments. A few months earlier, resistance to the action of the employ- 
ers by the women would have been unthinkable. But the decision 
of the Trade Board, a decision which doubled, and in some cases 
more than doubled, their miserable pay, had put a new spirit into 
them. Acting under the guidance of the Women’s Trade Union 
League and the National Anti-Sweating League, they stoutly 
refused to sign the proffered agreement, and were locked out in 
consequence. The lock-out lasted between two and three months. 
But the workers held on to the end, supported by much public 
sympathy and generous subscriptions which averted all danger of 
actual suffering, and before half the waiting period was over they 
obtained the full minimum rates. These have now been for over 
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three years legally obligatory on all employers. But the organ- 
ization formed in the hour of peril still exists in a flourishing con- 
dition, strong enough and vigilant enough, it is hoped, to prevent 
any evasion of the Trade Board’s determination. 

When the minimum rates for the men’s section came to be fixed, 
history repeated itself. There was a similar attempt to procure 
contracting-out agreements by employers, similar resistance on 
the part of the workers, followed by a lock-out. But in this second 
case the employers yielded far more quickly to the demand for 
immediate payment of the new rates, and all trouble was practically 
at an end in two or three weeks. 

An important principle was established at the very outset by 
this smallest of the Trade Boards. The workers’ contention that 
they are legally entitled to limit the number of apprentices under 
the act was upheld, after counsel’s opinion had been taken, with the 
result that the Trade Board takes power to certificate apprentices, 
and to refuse or withdraw certificates in cases where apprentices 
or learners are considered to be employed in undue proportion. 
The value of this power, in relation to industries in which the fixing 
of a minimum rate might otherwise lead directly to the employment 
of a great crowd of young learners and the gradual elimination 
of older workers, has been previously indicated. The period of 
learnership for each of the scheduled sections of the chain-making 
trade is two years; three years’ learnership is permitted only where 
the learner passes through both sections. The commencing rate 
of payment for learners is 4s., with increase every six months. 

The number of members of the Chain-Making Board was 
fixed at not more than 17 persons (including 3 ‘“‘appointed’”’ mem- 
bers, representing the Board of Trade); the Lace Board is slightly 
larger, the minimum and maximum numbers in this case being 
19 and 23. This board has also to deal almost entirely with out- 
workers. These women, who are about 8,oo0 in number, do not 
take out-work directly from the factory, but have it distributed to 
them by some 700 middle-women. This circumstance, together 
with the fact that the lace trade is at all times conscious of the 
pressure of foreign competition, makes the work of the Lace Board 
one of considerable complexity and delicacy. The board has 
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to be careful not to fix the rates at a point which will let in the 
French, Swiss, or German competitor; it has also to deal with dis- 
tributing agents who have been accustomed to take percentages 
of the prices paid to them by employers at varying rates and whose 
ideas of the binding authority of the Truck Acts are in some 
cases of an exceedingly lax description. The price lists which 
governed the situation in Nottingham, before the coming of the 
Trade Board, were price lists given to the middle-woman, and acted 
upon by her at her discretion; there was no rule by which a definite 
proportion of the price was paid to the actual worker. In general 
the prices paid were miserably low, and the workers were sunk in 
poverty and misery. Here, far more than in any other of the 
scheduled industries, there was difficulty in finding women of suffi- 
cient intelligence and independence to serve on the Trade Board 
as workers’ representatives. 

An “agreed” rate, which became compulsory on February 24, 
1912, was also made by the Lace Board. Founded on the time 
rate of 23d. per hour (to hold good until September 30, 1912, when 
it was to be advanced to 3d.), it has been easily translated into a 
piece-price list, based upon the list on which the middle-women 
were previously paid. Piece-work is so common in Nottingham 
that rates to be adjusted to the conditions of piece-work presented 
no terrors to the Lace Board. The board had, however, to deal 
with certain peculiar features of the local case. One of these was the 
middle-woman’s percentage, which in the end she was left to settle 
for herself with the warehouse proprietor. Another, of very serious 
import to workers in the drawing section, was the question of defect- 
ive draw threads, the frequent breaking of which had in the past 
often brought down the earnings of a drawer from 1d. an hour to 
1d. for several hours. It was discovered that the troublesome 
threads whose constant breaking took such severe toll of precious 
time and strength were twofold threads, whereas the proper strength 
of such threads is threefold. An agreement has been come to by 
the Trade Board under which one farthing extra per gross yards 
will have to be paid whenever twofold thread is used in future. 

It is difficult to say how far the decision of the Trade Board is 
being satisfactorily carried out in Nottingham. Certainly the 
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new rates were not paid in all cases—though they were in a few— 
during the waiting period; and among the 8,000 home-workers, 
mostly of a poor and ignorant type, who do not come into direct 
contact with the employer, it is almost inevitable that cases of 
evasion should arise. At present the peculiar difficulties which 
attach in Nottingham to the working of the Insurance Act have 
undoubtedly reacted upon that of the Trade Boards Act, compli- 
cating gravely a situation which was in any case bound to present 
many complexities of its own. It now seems likely that it is by 
the elimination of the middle-woman and by direct dealing between 
the employer and the out-worker that peace in respect to insurance 
and regularity in respect to minimum rates will be reached. Some 
prosecutions recently taken have had good results, both penalties 
and orders to pay arrears having been imposed by the court. The 
organization of the Nottingham lace-finishers is a task much less 
easy of accomplishment than was that of bringing into combination 
the smaller number of Cradley Heath chain-workers, a body of 
women endowed with more vigorous health, far more independent 
in character, and living in circumstances which, for all their rough- 
ness, are less mentally and morally depressing than those which 
prevail in the slums of Nottingham. But a beginning of organiza- 
tion has been made, and a sufficient spirit of self-help, it is to be 
hoped, aroused to provide the Trade Board officials with the 
assistance they need, and must have, if they are to enforce with 
success the Trade Board’s decision. 

From this localized industry we pass to one among the most 
widely distributed in the United Kingdom. It was not until the 
necessary action consequent upon the appointment of the Paper- 
Box Board came to be taken that many persons, even among those 
who had been for years engaged in studying industrial conditions, 
realized how scattered was this particular trade. The board is the 
largest of the four (35 to 41 members); it has more District Com- 
mittees than the Tailoring Board; and it gathers its representatives 
from every county in England, from North and South Wales, and 
from Scotland. Not only are box factories manufacturing for the 
market to be found in all parts of the country, but there exists, in 
addition, a considerable amount of non-competitive box-making 
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by industrial firms for their own use. Their special interests also 
find representation on the board. 

It was evident from the first, that on this board battle was to 
be joined between the two parties in a much more formal and 
deliberate fashion than it had been on the Lace or the Chain 
Board. The paper-box manufacturers had organized their plans 
in consultation with the associated employers in the other scheduled 
trades; they had a solicitor to state their case; and they argued 
strongly against any discussion of the time-rate until the District 
Committees should have been appointed. In the matter of the 
committees they did not carry their point. The board decided to 
discuss the rate first, and then take the sense of the District Com- 
mittees upon it. In the end, the opinion of the committees does 
not appear to have weighed greatly in the board’s final decision. 
The committees were naturally in favor of a varying rate for dif- 
ferent districts, but the board itself, by a majority composed of the 
workers and the employers in the better-paying districts, gave its 
vote for a uniform minimum time-rate of 3d. per hour for female 
workers in a week of fifty-two hours, and a uniform graduated 
time-rate for learners (who are to be controlled by the Trade Board, 
which has power to refuse certificates to employers who do not 
loyally carry out the learnership arrangement), beginning at 4s. per 
week, and rising by a half-yearly increase through 55., 6s., 8s., gs., 
ros. 6d., to full minimum rates. The length of the learnership period 
is to be three years—this to include all the time the girl has worked 
at the trade, whether previous to holding a certificate or not. 
These provisions as regards learners are of the utmost importance 
in an industry where development of machinery, subdivision of 
process, and specialization of the worker has of late years been 
carried so far that children in years can now easily perform oper- 
ations which were formerly carried out by adult women. The 
minimum time-rate for men box-workers has been fixed at 6d.' 
Special minimum piece-rates, to apply to matchbox workers in the 
East End, have also been made by the board. 

As regards the percentage of increase on wages, it is not easy 
to determine, but it is certainly considerable. There is no doubt 


t The above rates apply to Great Britain. Under the Irish Box Board the mini- 
mum rate for women is 23d. an hour. 
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that before the making of the rate a considerable proportion of box- 
makers were receiving wages of less than 10s. a week. This is the 
opinion of Mr. J. J. Mallon and other competent observers, and I 
have found it confirmed by my own experience. The lowest earn- 
ings were probably those of home-workers, who often did not earn 
more than 7s. to 8s. per week. 

Pending the coming into complete force of the minimum rates, 
many employers “tested” them. That is to say, they made up 
to the minimum the earnings of girls who had hitherto earned less, 
as piece-workers, than a piece-rate based on the minimum time- 
rate should yield them, warning them at the same time, that they 
would be expected to reach this level of production in the future. 

The Tailoring Board (29 to 37 members) has to do with by far 
the most important trade and the largest number of workers. It 
is, however, not so widely distributed, geographically, as the box 
trade, being for the most part concentrated in certain great cities." 
The trade is far more complicated than any of the other three, 
many and great variations being found in that single section of it 
which is at present being handled by the board. There was a time, 
not very long ago, when even experienced persons expressed the 
view that, owing to the seasonal character of the trade and its 
variations, the establishment of minimum rates in connection with 
it would prove impossible. But Sir George Askwith, speaking out 
of an experience unique as regards the fixing of price lists, all along 
disputed this pessimistic view. He wrote (Soziale Praxis, Jan- 
uary, 1911) that he considered objections based on the changes of 
fashion and its varying forms to be ill-founded. 


Skill and organisation are what is needed here. In the higher branches 
of this very industry, means of solving the problem have already been found: 
a piecework list has been established there for some time. If the workers had 
been better organised that list would already have been adopted by other 
branches I have helped personally to establish rates for industries in 
which variations, much greater and much more complicated than any that 
exist in the tailoring trade, were involved. We sometimes took weeks to 
achieve our object; but in the end we did achieve it. 


On the Tailoring, as on the Paper Box Board, the employers 
are very strongly organized, being led by the same lawyer who 
acts as legal adviser to the box manufacturers. Not only were the 


t London, Glasgow, Leeds, Manchester, Bristol, Leicester, and Norwich. 
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District Committees set up and consulted before discussion of the 
minimum rate took place at this Trade Board, but before its first 
meeting the employers assembled in national conference. A spe- 
cial regulation, governing this Trade Board, only, out of the four 
at present constituted, tends to draw a hard line between the two 
parties by providing that a majority of either may require that the 
voting be “by sides.”’ This effectually prevents cross-voting, and 
places a much heavier responsibility on the “‘appointed”” members, 
whose vote thus becomes decisive on every disputed point. 

It cannot be denied that the minimum time-rate fixed by the 
Tailoring Board, 6d. per hour for men and 33d. for women (25s. and 
13s. 103d. for a week of fifty hours), has given rise to bitter dis- 
appointment on the workers’ side. This disappointment is deep- 
ened by the fact that the original proposal for women was 334d., 
so that there has been an actual lowering of the rates first proposed. 
Even when it is borne in mind that this rate applies to the lowest 
class of work and to the ordinary worker, it seems, in the case of 
so skilled a trade, remarkably low. 

The advantage attaching to the payment of minimum rates 
“‘clear of all deductions” is seen with peculiar distinctness in rela- 
tion to the tailoring and box-making trades, since the expenditure 
for thread, cotton, needles, gimp, etc., in the one industry, and glue, 
paste, etc., in the other have in the past often amounted to a serious 
diminution of a wage already pitifully small. This relief is greatest 
in the case of home-workers, but extends in many instances to 
factory workers also. 

What conclusions may we venture to draw from the facts just 
summarized? First, that even in trades of a complicated nature 
the fixing of a minimum rate presents no insuperable difficulties, 
and that by the practical acknowledgment of representative em- 
ployers a margin exists in the four scheduled trades which makes 
leveling up of wages to the standard of the better-paying firms 
possible. Secondly, that in the case of every scheduled trade the 
effect of the minimum rate has been to raise wages, and in the 
case of the worst-paid to raise them to an extent which has wrought 
a complete change in the economic conditions of the workers’ 
lives. Thirdly, that in spite of the doubling and more than 
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doubling (in some instances) of the rate in the chain trade and 
the substantial advance in tailoring and box-making, this rise 
of wage has not been accompanied by any corresponding rise 
of prices to the consumer. Lastly, that some widely expressed 
fears in connection with the probable effect of a compulsory mini- 
mum rate have not been justified by the event. Even in the short 
space of time that has elapsed since the first decisions, things have 
occurred to show that the formula, ‘‘The minimum remains the 
maximum,” is rather sonorous than sound. The Leeds tailoresses 
with their 4d. an hour and the recent advance of a farthing on the 
original minimum gained by the chain-makers combine to reassure 
the timorous on that point. Nor has the operation of the act 
resulted, as was foretold, in wholesale dismissals of old and slow 
workers. The predominant method of payment in the scheduled 
trades is by piece, and where this is the case the employer who 
has fixed piece-rates yielding the equivalent of the time-rate to 
the “ordinary” worker runs no risk of penalty if his sub-ordinary 
worker fails to reach that amount by reason of incapacity or advanced 
age. The ground of action against him, if it exists, will lie in the 
character of his piece-rate, not in the earnings of such and such 
a worker; so that the act really offers him no fresh inducement to 
get rid of workers who are something less than competent. And 
this he has apparently recognized." 

As regards administration, the experiment has not been carried 
far enough to afford adequate data for the formation of a final 
judgment. But the new readiness to organize, shown by workers 
belonging to all the four industries under Trade Boards, even 
those hitherto regarded as hopeless from the organizer’s point of 
view, gives ground for belief that, with the initial encouragement 
of a minimum rate to begin upon, the persons entitled to receive 
minimum rates will in the future gradually learn to act in their 
own interests, and so to make evasion or infringement of the law 
on any large scale impossible. 


* The question of the slow time-worker is a less simple one. His or her retention 
at a rate lower than the minimum will involve application for the “permit” provided 
under Sec. 6 (3) for such cases, and obviously the average employer is not likely to 
trouble himself particularly to retain the service of workers who do not reach the 
ordinary standard, while the supply of ordinary workers remains plentiful. So far, 
this question has not arisen in any serious form. 
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Further, the indirect effect of the Trade Boards is already 
beginning to show itself. The rise of wages due to their action js 
stimulating the members of trades as yet unprotected to demand 
better rates. The hollow-ware workers of the Black Country, 
inspired by their neighbor chain-makers of Cradley Heath, obtained 
a minimum weekly wage of 1os., even before they were themselves 
brought under a board. 

Taking all these considerations together, it is possible even at 
this comparatively early stage to claim for the experiment such 
success as entitles us to press very earnestly for the bringing of other 
sweated industries or branches of industry within the beneficent 
scope of the Trade Boards Act. A host of such industries await 
inclusion in the schedule. Where claims are so many and so strong, 
it is difficult to decide which should have right of priority. But 
among those which may perhaps be taken to exhibit at once the 
greatest need and the greatest aptitude for the application of this 
special remedy are the remaining clothing trades‘ with their aver- 
age of 22 per cent of adult women workers earning less than tos. 
a week; such industries as hollow-ware and brick-making, which, 
if not so completely localized as the making of chain, yet occupy 
a definite and somewhat narrow belt stretching from the Midlands 
westward; and the warehouse trades, the jam-making and biscuit- 
making and chocolate-making and tea-packing which employ so 
vast an army of women at rates on which “living” in any decent 
sense is out of the question. 

It is from these groups that the new schedule has in fact been 
made up. The provisional order of 1913 proposed to extend the 
Trade Boards Act to five new trades: sugar confectionery and food 
preserving; shirtmaking; hollow-ware (including the making of tin 
boxes and canisters); the linen and cotton embroidery trade of 
Ireland; and the calendar and machine-ironing branch of the 
laundry industry. In all these industries a vast majority of the 
persons employed are women. Official figures of the Board of 
Trade show that of the cocoa-, chocolate-, and sugar-confectionery 
makers over 40 per cent are earning less than 10s. a week. In the 
preserved-food, jam, sauce, and pickle trades, this percentage is 

: “Clothing trades” is here used in the wide Board of Trade sense of the term, to 
include boot-making and laundries. 





WORKING OF THE TRADE BOARDS ACT 627 


even higher, reaching 44. The need for a Trade Board in occupa- 
tions where nearly half the persons employed are receiving a wage 
admittedly below bare subsistence level is obvious; but in this case 
one of the strongest arguments in favor of a minimum rate—that 
of striking variation between the rates of wages paid by firms 
engaged in the same manufacture—was also present in peculiar 
force. A recent inquiry of the Research Committee of the Chris- 
tian Social Union into the wages paid in the food-preserving trades 
in London revealed such inequalities as the following: In jam- 
making the weekly rate for preparing fruit varies from gs. to 13s. 
6d.; for boiling, from 11s. to 20s.; for orange-peeling from gs. to 
22s.; for finishing, from gs. to 15s. In sugar confectionery the 
boiling-room workers’ wage varies from 6s. to 17s., the packers’ 
from 5s. to 17s., the caramel-cutters’ from gs. to 15s., and that of 
the wrappers-up from 4s. to 10s. Tea-packers employed by one 
firm earn 10s. a week, those working for another 18s., both sets 
being employed on precisely similar machines. 

Shirt-making as a whole is less badly paid than the majority of 
women’s industries, but the average of wages in the trade is heavily 
pulled down by the low rates in Ireland (one-quarter of the Irish 
machine-workers earn less than 5s. 6d. a week) and the underpay- 
ment of a great proportion of the home-workers everywhere. This 
underpayment of home-workers is in great measure due, in the shirt 
industry, to the intervention of the middle-woman. It must not 
be supposed from the favorable comparison with other women’s 
trades that shirt-making is in a satisfactory condition as regards 
the payment of adequate remuneration for labor. In this trade 
21 per cent of all the women employed earn less that ros. a week; 
of the hand-sewers, less than ros. is earned by one woman in three. 

Hollow-ware making is confined to the Black Country, except 
as regards the manufacture of tin boxes and canisters, which is 
carried on all over the country but has its chief center in London. 
Wages in the tin-box trade are deplorably low, ranging from 8s. 
to 14s. a week. In the Black Country, whence come pots and 
kettles, baths, buckets, and all manner of “‘receptacles” made from 
metal, a minimum of ros. a week was only recently won by the 
women after a prolonged contest with the employers. 
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Few workers stand so much in need of the protection which 
a Trade Board can give as the Irish embroidery workers. The 
recent Report of the Departmental Committee presided over by 
Sir Ernest Hatch gave a vivid picture of the conditions under 
which their fine hand-work is done. They present the perfect 
example of sweating: wages reduced to rates of a penny, three 
farthings, even a halfpenny an hour; excessive hours of labor; 
small children ‘‘ wearing their eyes out,” in the words of an Irish 
medical Officer of Health, in the endless task of making a few shil- 
lings a week by the labor of an entire household. 

More than one circumstance tends to depress the wages of those 
employed in the machine-ironing branch of the laundry industry, 
The work is not skilled, in the sense in which hand ironing is a 
skilled occupation; and the majority of those employed in it are 
quite young girls. In many cases the earnings of these girls, who 
are as a rule paid by time, are ludicrously inadequate to the turnover 
expected of them and the length of the laundry day. Mr. G.S. 
Barnes, in his evidence for the Board of Trade before the Select 
Committee which considered the petition of the Federation of 
Launderers’ Associations against the provisional order, showed the 
percentage of laundry workers earning less than ros. a week to be 
considerably higher than that found among tailoresses and box- 
makers before a minimum rate was fixed for their trades: 32 as 
against 24 and 25. 

Probably the best evidence that can be produced for the suc- 
cessful working of the Trade Boards Act in the four trades first 
scheduled is to be found in the fact that in respect of the five new 
trades, no opposition was offered to their inclusion by the employ- 
ers, the launderers only excepted. And although these scored 
a temporary success, in that the part of the provisional order relat- 
ing to laundries was dropped for the moment, this passing victory 
was not due to any discredit of the facts which had led to the action 
of the Board of Trade in including them, but to a drafting error 
which inadvertently excluded laundries run by electric power and 
so gave steam laundries a legitimate ground of grievance. Mr. 
John Burns, lately appointed successor of Lord Buxton at the 
Board of Trade, marked his assumption of new office by at once 
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reintroducing a redrafted version of this portion of last year’s ° 
provisional order, and its passing into law is now only a matter of 
time. 

Of the new boards, two—confectionery and shirt-making— 
are already constituted and in working order. As on the occasion 
of the establishment of the first boards, their formation was pre- 
ceded by a campaign of explanation carried on by the Board of 
Trade, and great activity both on the part of the Anti-Sweating 
League and such societies as the Women’s Trade Union League 
and the National Federation of Women Workers, which has inci- 
dentally added largely to its membership in the course of the cam- 
paign. The Confectionery Board presents the interesting spectacle 
of a workers’ group in which women are overwhelmingly in the 
majority faced by a homogeneous line of male employers. The 
women fortunately have at their disposal the skilled advice and 
leadership of Miss Macarthur and Miss Susan Lawrence, who sit 
among them. 

Reckoning the additions to the number of persons within the 
area of its operation at 150,000, over 400,000 workers now come 
under the Trade Boards Act. The year 1914 has, then, opened 
hopefully for those who believe that in the extension of Trade 
Boards—perhaps with some modifications in the case of special 
occupations, such as that of the agricultural laborer—lies the best 
hope of raising the lowest grades of labor to a position in which 
the workers may gain sufficient security and independence to enter 
upon the task of themselves improving their position, and of pro- 
tecting the good employer from the undercutting of unscrupulous 
rivals. It is not claimed for this, or any other method of grappling 
with the industrial problems which are more and more absorbing 
the attention and the energies of responsible statesmen, that it 
offers a complete solution of those problems. But in dealing with 
them from the economic side, it takes the first needful step toward 
their solution. The minimum rate is not the living wage; but it 
has made the attainment of the living wage even for the poorest 
and least skilled among those who work with their hands a question 
of practical politics. 

CoNSTANCE SMITH 

Lonpon, ENGLAND 





A HISTORY OF RIVER IMPROVEMENT 


The advocates of river improvement have come to recognize in 
recent years that the deepening of the streams involves other better- 
ments. Their plan is not at all simple. It includes a six- or a nine- 
or a fourteen-foot channel, according to the river in question, a deep 
waterway from the Lakes to the Gulf, strengthening the levees 
against floods, reclamation of the overflow lands of the southern 
Mississippi, conservation of the forests along the watersheds of 
the streams, conservation of the rich soil which is now washed 
out to the ocean, and the utilization of water-power whenever 
that becomes profitable.t President Roosevelt, speaking at the 
Memphis Deep Waterways Convention in 1907, stated the matter 
briefly as follows: ‘‘The Mississippi River and its tributaries ought 
by all means to be utilized to their utmost possibility.”? The latest 
platforms of the leading political parties pledge a vast system of 
improvement. This, then, is the present program—the fullest use 
of the rivers of the interior with all that implies. : 

It goes without saying that this plan is the result of a long evo- 
lution. The various elements have been added gradually and only 
recently, perhaps within the last ten years, has it been recognized 
that the several items really form a comprehensive system which 
should be worked out as a whole with due regard to proportion. 
The question of river improvement has been before the country 
almost continuously for ninety years. Now, with respect to 
demands, it has suddenly reached its consummation. Why has it 
been such a persistent issue? What forces have been involved in 
the development of the river program? What methods have been 
employed to bring the matter to the attention of Congress and the 
nation? Has the government discharged its full duty toward the 
rivers? These are the principal questions which we shall try to 
answer. 


* Preliminary Report of the United States National Waterways Commission, Senate 
Doc. No. 301, 61st Cong., 2d sess., passim; House Doc. No. 492, 60th Cong., 1st 
sess., pp. 16, 17. 

2 Annals of Amer. Acad. Pol. and Soc. Sci., XXXI, 7. 
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In the first place it should be said that, in whatever form the 
demand for river betterment was put in the years before the rail- 
roads became the competitors of the streams, it was at bottom a 
demand for a safe and a tolerably constant means of communica- 
tion. The shippers were satisfied that the steamboat owners were 
trying to give them fair rates.‘ But the condition of the rivers 
often caused the charges to be high and uncertain. This was brought 
about by the dangers and obstructions to navigation. Attention 
was focused particularly on the removal of snags and bars. This 
improvement, it was urged, would insure relative safety to the 
trade; it would bring about a lowering of the rates of insurance 
which were considered a serious burden; it would reduce the annual 
losses of life and property; and it would enable the merchants to 
communicate with New Orleans at almost all seasons of the year.? 
The shippers insisted that if the obstructions were removed they 
would be satisfied. This could be accomplished with a small annual 
appropriation. 

The coming of the railroads changed the aspect of the problem. 
It brought about a demand for improvements which could not be 
satisfied by small expenditures. The railroads soon came to be 
regarded as the oppressors of the farmers. It was expected that 
if the rivers were adequately improved they would become the 
“regulators” of railway tates. River transportation, moreover, 
was cheaper than that by rail, and low freight rates were impera- 
tively needed to enable the farmers to ship their bulky products 
to distant markets. Those sections which were touched by the 
railways were not pleased with their accommodations. Those in 
which no railroads were built considered themselves neglected. In 
any case, the improvement of the rivers held out a remedy for their 
ills. The scope of the demand was greatly increased to answer the 
new requirements. Since 1860, the call for river improvement has 
been essentially a demand for a cheap and sure means of trans- 
portation. 

While the plea was urged originally by the commercial regions 

* Commerce and Navigation of the Valley of the Mississippi. Report prepared for 
St. Louis delegates at the Chicago River and Harbor Convention, 1847, p. 7. 

2 Senate Doc. No. 185, 28th Cong., 1st sess., p. 2. 
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of the interior, no opportunity was lost to impress upon the farmer 
his concern in the matter.t_ The demand, spread over such a large 
area, was certain to command the votes in Congress needed to pass 
the appropriation bills. The check upon these growing demands 
has scarcely ever been found in Congress, but in the executives who 
have had scruples about signing the acts, partly on constitutional 
grounds, partly on the basis of expediency. Many of the presi- 
dents from Monroe to Buchanan asserted that they were in favor 
of internal improvements, but they believed that the Constitution 
stood in the way. After the Civil War the constitutional check 
became only faintly effective.’ Thereafter, the appropriations grew 
to large amounts. The Republican party began its national career 
with a declaration in favor of such expenditures. Thus the plat- 
form of 1856 proclaimed “that appropriations by Congress for the 
improvement of rivers and harbors of a national character, required 
for the accommodation and security of our existing commerce, are 
authorized by the Constitution, and justified by the obligation of 
the government to protect the lives and property of its citizens.”4 
A study of the appropriations from 1865 to the present time shows 
that this party has handsomely carried out its earliest pledge.‘ 

It is convenient to divide the history of river improvement into 
two periods: the first from 1824 to 1865; the second from 1865 to 

* Proceedings of the River Improvement Convention at St. Louis, 1867, pp. 13, 14; 
Annual Statement of Trade and Commerce, St. Louis, 1872, p. 61; House Report No. 
714, 45th Cong., 2d sess., p. 3. 

2 Many evidences could be cited for these statements. A river and harbor bill of 
1844 devoted funds to 43 distinct objects (cf. Cong. Globe, 28th Cong., rst sess., XIII, 
Pt. II, pp. 466, 467). In a veto message of August 3, 1846, President Polk pointed 
out that the bill contained amounts for at least 40 distinct objects (Messages and 
Papers of the Presidents, 1V, 460). A bill of 1870 appropriated $3,518,000, distributing 
this sum among 32 states and for 130 public works (Cong. Globe, 41st Cong., 2d sess., 
Appendix, p. 475). Log rolling was openly acknowledged. Thus a member speaking 
on the bill said: “I will not presume to say . . . . that the committee has made the 
best or most advantageous distribution of the limited amount of moneys which the 
present financial condition of the country will suffer to be appropriated,” etc. Presi- 
dent Cleveland, in 1896, vetoed a bill containing 417 items (cf. Messages and Papers 
of the Presidents, IX, 678). The attitude of the presidents before 1860 will be discussed 
later. 

3 Cf. infra. 

4T. H. McKee, National Conventions and Platforms, p. 99. 

5 Cf. infra. 
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the present. Some of the most general features of these periods 
have been mentioned. It might be added that the years to 1865 
were characterized by relatively small appropriations for rivers; by 
a careful scrutiny of the bills by the presidents; by a growing 
demand for improvements. During this period, the adherents of 
the improvement program organized their forces, developed effec- 
tive means of enforcing their demands, and produced a considerable 
literature on the subject. By 1860, the people of the interior no 
longer trusted to the uncertain appeal of their representatives in 
Congress, nor to the chance memorials sent by various sections, 
but were organizing great conventions to insist upon the improve- 
ments they desired. The assembling of these bodies by 1860 had 
become almost a matter of routine. 

A number of the communities of the interior started on their 
career as states with an enthusiastic declaration in favor of internal 
improvements. In the first constitution of Missouri in 1820 it 
was stated that “Internal improvements shall forever be encour- 
aged by the government of this state, and it shall be the duty of the 
General Assembly, as soon as may be, to make provision by law for 
ascertaining the most proper objects of improvement in relation 
both to roads and navigable rivers The constitution of - 
Michigan in 1835, and that of Arkansas in 1836, contain similar 
provisions. In 1823 a resolution was introduced in the General 
Assembly of Maryland that that state would “highly approbate 
and zealously co-operate with the general government in adopting 
such a system of internal improvements as will afford our country 
the facilities and advantages which nature has placed in our con- 
trol.”’ Maryland later recommended an amendment to the Con- 
stitution which would enable Congress to carry on a system of 
internal improvements.‘ As early as 1816 the newspapers of the 
interior urged Congress to improve the streams. ‘The western 
waters are our canals,” said the Kentucky Gazelle “and from 


* B. P. Poore, Federal and State Constitutions, etc. (1877), II, 1112. 

2 Tbid., I, 114, 990. 

3 Journal of the House of Rep., 17th Cong., 2d sess., p. 98 (ed. Gales and Seaton). 

4 Ibid., p. 169. 

5 Kentucky Gazette (Lexington), March 25, 1816; cf. also the Reporter (Lexington), 
December 25, 1816; Western Review (Lexington), January, 1821. 
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the simplicity of their wanted improvements are entitled to the 
first application of moneys and subscriptions from the national 
treasury.” 

Congress began to give attention to the rivers of the interior as 
early as February 15, 1819, when an act was passed “for making a 
survey of the water courses tributary to and west of the Mississippi. 
Also, those tributary to and north and west of the Ohio.’* The 
appropriation amounted to $6,500. On April 14, 1820, another act 
was passed “‘for making a survey, maps, and charts of the Ohio and 
Mississippi rivers from the rapids of the Ohio at Louisville to the 
Balize, for the purpose of facilitating and ascertaining the most 
practicable mode of improving the navigation of those rivers.’? 
But the first act making an appropriation for the actual improve- 
ment of the streams was approved May 24, 1824. Seventy-five 
thousand dollars were devoted to this purpose. The act provided 
“that for the purpose of improving the navigation of the Mississippi 
river from the mouth of the Missouri to New Orleans, and of the 
Ohio river from Pittsburgh to its junction with the Mississippi, the 
President of the United States is hereby authorized to take prompt 
and effectual measures for the removal of all trees which may be 
fixed in the bed of said rivers.” For this purpose he was authorized 
to provide the proper boats, machinery, and force. Congress enter- 
tained some doubt as to the possibility of removing the bars and a 
proviso was, therefore, inserted, “that two experiments shall first 
be made upon two of the said bars, and if in his judgment they shall 
be successful, then, and not otherwise, he is hereby authorized to 
cause improvements to be made upon the remaining bars.’’* Other 
provisions of the act indicate that it was the intention of Congress 
to continue the work if these first experiments were successful, for 
the President was authorized to cause to be laid before Congress at 
the beginning of each session “‘a statement of the proceedings under 
this act, that Congress may be enabled to adopt such further 


* Laws of the United States Relating to Improvement of Rivers and Harbors, House 
Doc. No. 425, 58th Cong., 3d sess., p. 21. 


2 Ibid., p. 22. 
3 United States Statutes at Large, IV, p. 33. 
4 Ibid. 





A HISTORY OF RIVER IMPROVEMENT 635 


measures as may from time to time be necessary under existing 
circumstances.” ; 
The advocates of the bill, while seeking the appropriation in 
question, were also eager to have the measure pass in order to estab- 
lish a precedent. This would provide a weapon in the future to 
combat the constitutional argument which was used effectively by 
their opponents.’ On March 3, 1827, Congress authorized an ap- 
propriation of $30,000 to be devoted exclusively to the Ohio, and 
during the next four years, including 1831, upward of $395,000 were 
appropriated for the “improvement of the navigation of the Ohio 
and Mississippi rivers.’”? Small amounts were granted for the 
improvement of other rivers. For example, an act of March 2, 
1827, devoted $200 to the Tennessee. Another act of May 23, 1828, 
devoted $25,000 to the betterment of the Red River of the South. 
From an industrial point of view there was ample justification 
for these expenditures. The population of the states depending 
on the Mississippi River system as the only important outlet had 
grown from about 500,000 in 1800 to about 2,000,000 in 1820, and 
to 4,000,000 in 1830. At the same time, the commerce of the sec- 
tion was growing to large proportions. This is indicated in a 
measure by the down freight of the Mississippi arriving at New 
Orleans. This increased from $4,371,000 in 1805 to $9,749,000 for 
the fiscal year 1815-16, and to $11,967,000 for 1820-21. The esti- 
mate for 1830-31 was $26,044,000. There is no satisfactory way 
of estimating the commerce between the various sections of the 
interior, but there is every reason to believe that it was growing as 
rapidly as the down-river traffic. Pittsburgh, Cincinnati, Wheeling, 
Louisville, and St. Louis were thriving industrial towns which were 
distributing their products over all the inhabited river section. 
Timothy Pitkin estimated the surplus of Cincinnati in 1833 at 
$5,000,000; of Pittsburgh in 1834 at $4,000,000; of Zanesville at 


* Journal of the House, 17th Cong., 2d sess., p. 92 (ed. Gales and Seaton); Register 
of the Debates of Congress, 19th Cong., 2d sess., III, 498. 

2 Senate Ex. Doc. No. 196, 47th Cong., 1st sess., pp. 247, 256, 257; House Doc. 
No. 2, 57th Cong., 2d sess., Pt. II, p. 1846. 

3 Report on Internal Commerce of the United States, Bureau of Statistics, 1888, 
passim. 
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$500,000; and of Wheeling at $1,000,000.' The increase in the 
number of vessels on the ‘“‘ western waters” gives us some idea of the 
growth of commerce. Previous to 1817, the whole commerce of 
New Orleans with the upper country was carried in about twenty 
barges averaging 100 tons each, making one trip a year. On the 
upper Ohio there were about 150 keelboats of thirty tons each 
making about three round trips a year between Pittsburgh and 
Louisville? The steamboat was introduced on the Ohio in 1811, 
and by 1829 about 315 boats had been built, of which 181 were 
running in the latter year. A writer about 1826 asserted that in 
the spring of the year about 100 vessels a day “‘have landed at New 
Madrid [Missouri]. You can name no point on the numerous 
rivers of the Ohio and the Mississippi from which some of these 
boats have not come.’* And about 1838 James Hall wrote: “As 
the waters rise, trade and navigation are quickened into activity. 
. . . . At this season the spectator who is stationed upon the 
shore . . . . sees these vessels passing in rapid succession—not in- 
frequently several at a time being visible—laden so heavily that 
the whole hull is immersed.”’ The pioneers insisted that this 
great commerce was worthy of protection. 

The navigation of the rivers was attended with delays and great 
losses. According to the report of the government engineers, 
General Bernard and Major Totten, about 1823, the channel of the 
Ohio between the falls at Louisville and the mouth was crossed by 
twenty-one bars “which render it impassable by steamboats six 
months in the year.’ ‘The difficulties which embarrass the navi- 
gation of the Mississippi,” said the report, “arise from the impetu- 
osity of its current, and the almost entire absence of rock on its 
shore from St. Louis to New Orleans. Hence its constant effort 
to change its course These terrible obstacles [snags and 
planters] have been the cause of much calamity to the people of the 
West.’” 


t Pitkin, Statistical Review, pp. §35, 536. 3 Cincinnati Directory, 1829, p. 166. 
2 James Hall, The West, p. 13. 4T. Flint, Recollections, p. 103. 

5 James Hall, Notes on the Western States, p. 31. 

6 House Ex. Doc. No. 35, 2d Cong., 17th sess., pp. 34 ff. 

7 Ibid. 
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The committee of the House of Representatives to whom the 
report was referred declared that “the improvement of the naviga- 
tion of those two rivers, which wash the territory of twelve states, 
cannot be a local, but a national object. The task is too herculean 
for the accomplishment of any one state; and it would be difficult, 
if not impracticable, to produce co-operation among the different 
states to make the necessary improvement.’* Thus were intro- 
duced the arguments which were driven home with great force in 
subsequent debates, namely, the commercial importance of the 
rivers, the impossibility of concerted action by the states, and the 
necessity of national action. These were opposed by the argument 
that Congress, under the Constitution, had no power to act, unless 
the improvements were clearly national in their scope. The history 
of this argument will appear later. 

Nevertheless, the calls for improvements continued to grow. 
President Jackson struggled vigorously against the rising tide.? 
He asserted in his message of December 1, 1834, that “in addition 
to these projects,3 which had been presented to the two Houses 
under the sanction and recommendation of the respective com- 
mittees on Internal Improvements, there were then still pending 
before the committees, and in memorials to Congress presented but 
not referred, different projects for works of a similar character, the 
expense of which cannot be estimated with certainty, but must 
have exceeded $100,000,000.’"4 An attempt was made to extend the 
improvements to many of the smaller tributaries of the Ohio and 
Mississippi. Many of these appropriations were clearly local in 
character, and Jackson refused to sanction them. But in spite of 
his vigorous opposition, bills were signed during the last five years 
of his administration and the first of Van Buren’s devoting over 
$1,045,000 to the improvement of the Mississippi, Ohio, and 
Missouri.5 

No appropriations were made for these rivers from 1839 to 1842. 

* House Report No. 98, 18th Cong., 1st sess., p. 2. 

2 Cf. Messages and Papers of the Presidents, I1, 483, 493, 508, 638; III, 118. 

3 Maysville and Lexington turnpike and others. 

4 Messages and Papers of the Presidents, III, 120. 

5 Senate Ex. Doc., 47th Cong., Ist sess., pp. 233, 234, 247, 248, 250, 252, 253. 
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The resistance on the part of the executive only made the interior 
sections more eager to obtain assistance. About 1842 powerful 
appeals were issued from Cincinnati, St. Louis, and other places. 
If allowance is made for “dressing,” the Cincinnati Memorial gives 
an excellent picture of river commerce about 1843. Since the basis 
of the demand was the industrial importance of the region, let us 
examine this feature. Once more the down freight of the Missis- 
sippi may be taken as one indication of the growth of the internal 
commerce. The receipts at New Orleans during the fiscal year 
1829-30 were valued at $22,065,000; in 1834-35, at $37,566,000; 
in 1839-40, at $49,763,000; and in 1844-45, at $57,199,000. 
According to the Cincinnati Memorial of 1842 the total value of 
the exports by way of the rivers was $120,000,000; the imports 
through New Orleans were estimated at $50,000,000, making a 
total of $170,000,000, which did not include a considerable portion 
of the local traffic? The years from 1835 to 1845 witnessed a rapid 
increase in the commerce of St. Louis, and the merchants of that 
city united with those of Cincinnati in pressing the claim for 
improvements.’ Not only was the great importance of the com- 
merce urged as a reason for betterments, but the great loss of life 
and property constituted an important feature of their argument. 
It was asserted with truth that the annual loss on the rivers was 
far greater than the government’s annual appropriations; and in 
addition, there was an indirect loss due to delay, excessive rates of 
insurance, and uncertain freight charges. Of the total number of 
steamboats built on ‘western waters” up to 1826, ninety had been 
lost or destroyed, and of these twenty-eight had been sunk by snags.‘ 
In the one year 1838 thirty-seven steamboats were sunk by snags.‘ 
From one cause or another eighty steamboats were destroyed dur- 

t Western Journal and Civilian, I, 106; Report on Internal Commerce of the United 
States (1888), Bureau of Statistics, passim. 

2 Senate Doc. 179, 28th Cong., rst sess., IV, 14. 

3 The St. Louis Memorial is contained in a document entitled, Proceedings of the 
St. Louis Chamber of Commerce in Relation to the Improvement of the Navigation of the 
Mississippi (1842). 

4 Drake and Mansfield, Cincinnati in 1826, pp. 73, 74; Cincinnati Directory, 1829, 
p. 166. 

5 Hunt’s Merchant's Magazine, I, 364. 
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ing this year. In 1839 twenty-one were sunk by snags, and again 
in 1840 the number was twenty-one.’ Of the one hundred and 
twenty-six steamboats registered at St. Louis in 1841 and 1842, 
sixteen were destroyed by snags.? 

These were not exceptional years. A committee at St. Louis 
attempted to estimate the value of property destroyed on the rivers 
from 1822 to 1841. Their record stands as follows: From 1822 to 
1827 the loss of property on the Ohio and Mississippi ‘‘due to snags 
alone,” including steam and flatboats and their cargoes, was 
$1,362,000. From 1827 to 1832 the loss was $381,000; from 1833 
to 1838, $640,000, and from 1839 to 1841, $1,248,000.3 In many 
instances, no insurance could be obtained on hulls, and even in the 
case of the newest and strongest vessels the rate averaged from 12 
to 18 per cent.4 It was often difficult, also, to obtain insurance on 
cargoes, especially during those periods when the river was falling 
and when the insurance was desired most. In view of these handi- 
caps the western representatives could urge with great force that 
Congress was neglecting their commerce. Mr. Bowlin of Missouri 
declared in the House that “the history of the world presented no 
example of an amount of destruction of property and loss of life 
equal to that which yearly occurs upon the rivers of the West.’’s 
And supported by these facts he thought that ‘“‘the advocates of 
the improvement of western navigation came before Congress with 
strong claims to their favorable attention.” The representatives 
of the interior, at this time, did not fail to point out that the river 
trade was estimated at over two hundred millions of dollars 
annually, which amount was scarcely less than the total foreign 
commerce of the United States. This great point of comparison, 
it was asserted, “was entirely decisive of the question, whether 


t Senate Doc. No. 185, 28th Cong., 1st sess., p. 18. 

2 Senate Doc. No. 410, 29th Cong., 1st sess., p. 4. 

3 Commerce and Navigation of the Valley of the Mississippi (St. Louis report), 1847, 
p. 10. E. W. Gould, in Fifty Years on the Mississippi, p. 216, gives the following 
summary of losses from 1810 to 1850: Losses of life from 1810 to 1820, three; from 
1820 to 1830, thirty-seven; from 1830 to 1840, one hundred and eighty-four; 1840 to 
1850, two hundred and seventy-two; value of tonnage destroyed, $7,113,940. 

4 Senate Doc. No. 410, 29th Cong., 1st sess., p. 5. 

5 Cong. Globe, 28th Cong., 1st sess., XIII, 150. 
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ornot the navigation of the Mississippi is worthy of the special 
care of Congress.”* 

The committee chosen to report on the Cincinnati and other 
memorials recommended an appropriation of a million dollars “to 
remove the fixed obstructions to the safe navigation of the Mis- 
sissippi and its principal tributaries.”* But only a small fraction 
of this amount was actually obtained. By an act of August 23, 
1842, Congress appropriated $100,000 “‘for building and repairing 
the necessary boats and for carrying on the improvement of the 
Mississippi, Missouri, Ohio, and Arkansas rivers.’’3 During the 
years from 1842 to 1847 the amount granted for the betterment of 
these streams was about $575,000. No further appropriations were 
made until 1850. 

During the years from 1845 to 1860 new elements entered to 
complicate the river problem. While the demands were more 
urgent than ever before, and more systematic, the appropriations 
were carefully watched by the executives. This was due in part 
to their unwillingness to permit an increase of expense after the 
national debt had been increased by the Mexican War. In part it 
was due to a severer interpretation of the Constitution on the part 
of several presidents. The total appropriations during these years 
for general work was about $130,000, but grants for specific purposes 
added about $917,000 to this sum. Of the latter amount $300,000 
were appropriated in 1852 and 1856 for the improvement of the 
Des Moines rapids, and $505,000 in 1850, 1852, and 1856 for the 
survey of the delta and for the improvement of the mouth of the 
Mississippi.‘ After the President vetoed the appropriations made 
by the 33d Congress, the Secretary of War, concluding that it was the 
settled policy of the adminigtration to refuse expenditures for river 
improvements, disposed of Zhe snag boats and other apparatus.‘ 

Nevertheless the matter of internal improvement was becoming 


t Senate Doc. No. 137, 27th Cong., 3d sess., pp. 3, 4. 

2 Ibid. 

3 Journal of the House, 27th Cong., 3d sess., p. 392; Senate Ex. Doc. No. 196, 
PP- 233, 234, 247, 248, 250, 252, 253. 

4 Senate Ex. Doc. No. 196, loc. cit. 

5 House Report No. 88, 34th Cong., 1st sess., p. 2. 
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more and more a great national issue. This is indicated in a 
measure by the pledges for and against such work which were find- 
ing their way into the platforms of the political parties. As early 
as 1831, the national Republicans, meeting at Baltimore, declared 
“that a uniform system of internal improvements, sustained and 
supported by the general government, is calculated to secure, in the 
highest degree, the harmony, the strength and the permanence of 
the Republic.”* The Whig party in 1852 proclaimed “that the 
Constitution vests in Congress the power to open and repair harbors 
and remove obstructions from navigable rivers whenever such im- 
provements are necessary for the common defense and for the 
protection and facility of commerce with foreign nations and among 
the several states.” The platform of the Free Soil Democratic 
party in 1852 was emphatic in its declaration in favor of internal 
improvement. The encouraging attitude of the Republicans in 
1856 has been referred to. But the Democratic party from 1840 
to 1860 declared steadily against the system. They associated with 
this a declaration in favor of rigid economy.‘ Democratic presi- 
dents usually interpreted the pledges strictly. This attitude was 
entirely consistent with the general principles of the party, since 
the connection between the tariff, the possible surplus, and internal 
improvements was clearly seen. Past experience had demonstrated 
that the demand for improvements was insatiable. It involved the 
maintenance of what was proclaimed a burdensome system of taxa- 
tion, and a wasteful administration of the public funds. President 
Polk expressed this view in his annual message of 1848. ‘Another 
branch of this system,’’s he said, ‘was a comprehensive system of 
internal improvements, capable of indefinite enlargement and suffi- 
cient to swallow up as many millions annually as could be extracted 
from the foreign commerce of the country. This was a convenient 
and necessary adjunct of the protective tariff. It was to be the 
great absorbent of any surplus which might at any time accumulate 
in the treasury.” The relation between internal improvements and 
the surplus became more evident after the war, as we shall see later, 

* McKee, p. 29. 3 Ibid., p. 85. 

? Ibid., p. 79. 4 Ibid., pp. 41, 48, 59, 75, 89. 

5 The “American System”; cf. Messages and Papers of the Presidents, IV, 656. 
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but at that time no effective resistance was encountered on the part 
of the executives. 

Although the presidents from 1845 to 1860 could put a veto on 
river and harbor bills, they could not hush the demand. The rea- 
sons for the appeals continued to be based principally on the indus- 
trial importance of the regions of the interior and the handicaps of 
navigation. The losses, indeed, were larger than ever before. In 
1848, fifty-nine steamboats were destroyed. The estimated loss 
was $590,000. One hundred and thirty persons lost their lives.! 
In 1849, eighty-three boats were destroyed. The value of vessels 
and cargoes was estimated at $1,585,400.7_ The estimated loss for 
1855 was $2,028,945;3 for 1859, $1,770,520; and for 1860, $2,000,- 
ooo.s During the years from 1853 to 1860, upward of 3,000 persons 
lost their lives as the result of accidents on the “inland waters,”’ 
and 1,090 persons were injured. Meanwhile, the commerce of 
the streams increased greatly during the good times before 1857, 
and this also emphasized the importance of improvements. The 
southbound commerce of the rivers arriving at New Orleans was 
valued at $57,199,000 for the fiscal year 1844-45. It rose to 
$96,897,000 in 1849-50, and to $185,211,000 in 1859-60.7 The 
river trade of St. Louis was valued, in 1860, at about $200,000,000 
annually. The same estimate was given at the same date for the 
river trade of Cincinnati. That of other cities had reached a large 
figure.® 

A new element entered into the industrial situation during the 
years from 1840 to 1860, which made the neglect of the rivers a 
matter of serious concern. New Orleans, and a considerable por- 
tion of the southern section, looked with great apprehension on the 
diversion of the traffic directly to the East over the lakes and 

* Annual Statement of Trade and Commerce, St. Louis, 1848, p. 15. 

2A Review of the Commerce of St. Louis for the Year 1849, p. 15. 

3 Hunt’s Merchant's Magazine, XXXV, 242. 

4 Ibid., XLI, 225. 

5 Fifth Annual Report St. Louis Chamber of Commerce, 1860, pp. 10, 11. 

6 Hunt’s Merchant’s Magazine, XLIV, 236. 

7 Report on the Internal Commerce of the United States, loc. cit. 


8 De Bow’s Commercial Review, XXIX, 782; Hunt’s Merchant’s Magazine, XXV, 
485; XLI, 600; House Ex. Doc. No. 79, 39th Cong., 2d sess., p. 93. 
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canals. The stretching westward of the railroads increased their 
fears. They dreaded not only the loss of commerce, but the link- 
ing of the interests of the East and West and the loosing of the old 
bonds between the West and South. One of the principal means 
of holding the two latter sections together and maintaining the old 
“natural relations,” was the improvement of the rivers, including 
the clearing-out of the mouth of the Mississippi to permit the pas- 
sage of ocean-going vessels of deep draft. This, it was believed, 
would keep a large part of the commerce moving southward. 
St. Louis had a serious problem of its own which it hoped to have 
solved by the removal of the obstructions at the Des Moines and 
Rock River rapids.t This problem was brought into prominence 
about 1850 by the prospective extension of railroads from Lake 
Michigan to the Mississippi. The trade of the upper portion of 
this river was, therefore, threatened. Unless the rapids were 
improved so as to prevent the long delays and heavy charges at 
those points, the trade which formerly came downstream would go 
eastward by rail. The effort to keep the traffic moving in its old 
channels and to thwart the diverting influences of the railroads 
became a great force behind the movement for river betterment. 
Under this stimulus great conventions were called at various places 
in the interior, beginning with the one at Memphis in 1845. The 
magnitude of the problem tended to produce a more effective 
organization of the adherents of river improvement. 

With reference to New Orleans, the difficulties seemed almost 
insuperable. That city had never been able to handle in a satis- 
factory manner the growing trade of the interior. As early as 1823 
the complaint was heard that “the capital of New Orleans is dis- 
proportionate to the quantity of produce landed there. The 
warmth and unhealthiness of the climate prevents the farmer from 
sending his produce to that place at a time he may be most in need 
of the articles for which he would barter. During this time he is, 
at present, completely deprived of a market for his produce, and 
is, moreover, obliged to pay the merchants an exorbitant price for 

* Hunt’s Merchant’s Magazine, XV, 170; XVI, 115; XXVIII, 420; Annual 
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his necessaries.” ‘‘ New Orleans,” continues this author, “is at all 
times a very uncertain market. It not infrequently happens that 
a few boat loads of produce completely supply the demand. If 
another cargo then arrives, the owner is obliged either to sacrifice 
it or leave it in store. In the latter case, if it consists of flour or 
bacon, it suffers much from the heat and humidity of the climate 
and its value is not infrequently diminished one-half or three- 
fourths.”* Even at this early date the merchants of the up-river 
regions were looking forward to the opportunity of communicating 
directly with the East by the canals then in prospect.? 

The commercial facilities of the southern city did not grow so 
rapidly as the increasing commerce, and its shortcomings came to 
be more keenly felt. ‘The disadvantages that New Orleans now 
labors under,” said a southern journal about 1846, “are disadvan- 
tages that no commercial city of the United States has to contend 
with.” Among these were the injuries to which produce was sub- 
ject after it reached the wharves of the city; the greater expense 
of shipping to the East by the southern route; the want of conven- 
iences for handling freight; and the risks involved in the naviga- 
tion of the Ohio and Mississippi rivers. About 1847, the freight 
on a barrel of flour from Cincinnati to New York through the canals 
was $1.35. By way of Pittsburgh the charge was $1.40. By the 
southern route it was $1.38, but the added allowance for risk and 
damage frequently brought the total amount to $1.75.‘ 

To assist in the solution of these problems, and at the same time 
to impress upon Congress the importance of the improvements 
desired, the southern and western states now resorted to the device 
of commercial conventions. Among the earliest of these were the 
Memphis convention of 1845; the Chicago river and harbor con- 
vention of 1847;5 the Burlington convention of 1851;° and several 


tL. C. Beck, Gazetteer of Illinois and Missouri, p. 33. / 

2 Ibid., p. 35; House Report No. 98, 18th Cong., 1st sess., p. 4. 

3 De Bow’s Commercial Review, III, 105. 

4Eighth Census of the United States, Agriculture, clvii; De Bow’s Commercial 
Review, III, 103; XI, 77, 387; Hunt’s Merchant’s Magazine, XIX, 582; XXXV, 148. 

5 Cf. Memorial of the Chicago River and Harbor Convention (Chicago). 

6 Proceedings reported in Missouri Republican, October 15 and 24, 1851. 
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conferences held at New Orleans, notably the southern and western 
railway convention in 1852. The Memphis convention was one 
of the first assemblies called in the interior to consider. commercial 
matters. After a preliminary meeting in July the large convention 
assembled in November. Twelve states were represented by some 
five hundred members. John C. Calhoun, the president, threw his 
great influence on the side of river improvement. He asserted that 
while he did not believe in the power of the general government to 
conduct a system of improvements, he did not for a moment ques- 
tion the right of the United States to appropriate money for the 
Mississippi, ‘‘the great inland sea of the country”; and that the 
government was as much obligated to protect, defend, and improve 
this river in every particular as it was to conduct these operations 
on the Atlantic seaboard.* Resolutions were adopted calling for the 
improvement of the Ohio and Mississippi and their tributaries; for 
the deepening of the mouth of the Mississippi; for the connection 
of the Mississippi River and the lakes by means of a ship canal, and 
for the improvement of the river at St. Louis.? Similar resolutions 
were adopted at other conventions, except that the assemblies 
north of St. Louis were often called more especially to secure the 
improvement of the rapids of the Mississippi. The railway con- 
vention at New Orleans proposed a new solution to the problem of 
diverted traffic, namely, a railroad to connect New Orleans with the 
producing regions of the West and Southwest.’ 

In April, 1856, the matter of river improvement was taken up 
vigorously in Congress. A committee reported that “It is, in the 
opinion of this committee, high time that a more just and liberal 
system was inaugurated The subject is not second in impor- 
tance to any From the very nature of things the proper 
work to benefit the navigation of the rivers traversing a large extent 
of country and forming the boundaries of various states cannot be 
carried on by the states. Proper concert of action cannot be 
effected.”* The committee recommended the improvement of the 
Mississippi from Balize to the Des Moines rapids, urging an 

* De Bow’s Commercial Review, I, 14. 

2 Ibid., p. 18. 3 Ibid., XII, 310. 

4 House Report No. 88, 34th Cong., 1st sess., p. 2. 
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appropriation of $225,000 a year for that purpose; also $65,000 for 
the Missouri, $60,000 for the Ohio, and $55,000 for the Arkansas. 
We have already indicated the success of these various demands. 

Since the presidential check has played such an important part 
in restricting appropriations it is important to review briefly the 
opinions of the executives. 
~-Many of the early presidents actually favored internal improve- 
ments, but did their duty to the Constitution as they interpreted it. 
Jefferson discussed this matter in his annual message of 1806. He 
looked forward to the time when the public debt would be reduced 
and the disposal of the surplus would become an issue. “The 
question, therefore, now comes forward, To what other objects shall 
these surpluses be appropriated? .... Shall we suppress the 
impost and give that advantage to foreign over domestic manu- 
factures? . . . . Their patriotism would certainly prefer its con- 
tinuance and application to the great purposes of public education, 
roads, rivers, canals, and such other objects of public improvement 
as it may be thought proper to add to the constitutional enumera- 
tion of federal powers. By these operations new channels of 
communication will be opened between the states, the lines of 
separation will disappear, their interests will be identified, and their 
union cemented by new and indissoluble ties.’”? But Jefferson, 
like several of his successors, believed that the Constitution would 
have to be amended to accomplish these objects. 

Madison’s statements, although guarded, indicate a friendly atti- 
tude. He announced his policy in his first inaugural: “To promote 
by authorized means improvements friendly to agriculture, to manu- 
facture, and to external as well as internal commerce.” 

Monroe, also, expressed himself in favor of internal improve- 
ments. In his message of May 4, 1822, vetoing the Cumberland 
Road bill, he said: “It is with deep regret, approving as I do the 
policy, that Iam compelled to object to its passage.” He accepted 
the doctrine that the power of Congress to raise revenue was 
unlimited, but that the execution of improvements was ‘limited in 

* House Report No. 88, 34th Cong., 1st sess., pp. 2, 9, 10. 

2 Messages and Papers of the Presidents, I, 409, 410. 

sIbid., I, 468. 4 Ibid., I, 142. 
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many cases by the consent of the states.‘ It was through this loop- 
hole that some of the early appropriations were forced. The can- 
sent of the states was, of course, assumed.? 

Adams took a broader view of his constitutional powers than 
his predecessors. But Jackson seriously objected to the growing 
demands, although he declared that he was “‘sincerely friendly to 
the improvement of our country by means of roads and canals.’’4 
He adopted a rather artificial rule that appropriations for rivers 
above a port of entry were local and not national and, therefore, 
not wiiiin the scope of the powers of Congress. But he took the 
ground that the improvement of harbors and the removal of partial 
obstructions from the navigable rivers “‘for the facility and security 
of our foreign commerce have always been regarded as standing 
upon different grounds.”’ Upon this basis he sanctioned a number 
of appropriations for the Ohio and Mississippi. 

Tyler and Polk used the veto power freely, where the appropria- 
tions appeared to them to be local in character. But they placed 
the Mississippi on a different footing from the other streams, “since 
it belongs to no particular state or states, but of common right, by 
express reservation to all the states.’ 

Fillmore declared in his first annual message that he entertained 
“no doubt of the authority of Congress to make appropriations for 
leading objects in that class of public works comprising what are 
usually called internal improvements.’”? He mentioned the Mis- 
sissippi as especially worthy of attention. Pierce, however, applied 
a strict constitutional interpretation to the bills. He believed that 
if Congress established the principle of letting the states take the 
initiative the burden of improvement would soon be removed from 
the general government.’ Buchanan, also, applied the constitu- 
tional test strictly to river and harbor bills. 

We may conclude that during the years before 1860 the Consti- 
tution offered the principal check upon the growing demands for 

* Ibid., p. 167, and Polk’s comment on this message, IV, 610-26. 

2 Tbid., and Clay’s speech, Debates of Congress (1856), 18th Cong., Ist sess., 


pp. 1022-24. 
3 Messages and Papers of the Presidents, Il, 311. 
4 Ibid., II, 484, 492, 509, 639. 
S Ibid., III, 121. 7 Tbid., V, 90, gt. 
6 Tbid., III, 332, 461, 610-26. 8 Ibid., V, 219, 386, 387, 388. 
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internal improvements. Jefferson, Madison, Monroe, Jackson, and 
Polk favored an amendment which would enable Congress to carry 
on such work. In general, the presidents tried to distinguish 
between local and general, state and national, but found difficulty 
in adopting any definite rule. The improvement of the Mississippi 
and Ohio was generally regarded by the executives as a national 
enterprise, and therefore in a different category from the other 
streams. 

With regard to the latter interpretation it is difficult to see how 
any other view could have been taken. The “Mississippi River, 
and the navigable rivers and waters leading into the same, or into 
the Gulf of Mexico” were declared by a number of acts of Congress 
“common highways, and forever free as well to the inhabitants of 
said state as to other citizens of the United States, without tax, 
duty, impost, or toll therefor imposed by the said state.” This 
clause was embodied in the enabling act of Louisiana approved 
February 20, 1811, and similar provisions occur in the enabling acts 
of Missouri, Iowa, Minnesota, and Wisconsin.* The Ordinance of 
1787 contains nearly the same regulations for the Mississippi and 
St. Lawrence? The navigable portion of the Mississippi River 
system was thus nationalized by acts of Congress, and if the presi- 
dents regarded these acts as valid they were amply justified in 
sanctioning a rather general system of river improvement.’ But 
generally they were disposed to accept the stricter view, and thus 
the appropriations were kept down to a remarkably small figure. 
The total amount devoted to the Mississippi, Missouri, Ohio, and 
Arkansas from 1824 to 1860 was about $3,130,000.4 The total 


t Poore, I, 331; II, 1027, 1102, 2026. 

2 Ibid. 

3 This argument was urged at length in the Memorial of the Chicago River and 
Harbor Convention. President Polk, also, probably had these limitations in mind in 
his discussions of the powers of Congress. Cf. Messages and Papers of the Presidents, 
IV, 610-26. 

4 The figures given by different government reports do not agree. The above 
estimates are taken from Senate Ex. Doc. No. 196, 47th Cong., 1st sess., pp. 233, 234, 
247, 248, 250, 252, 253, and House Document No. 2, 57th Cong., 2d sess., Pt. II, 
p. 1846. The amount above named was distributed as follows: Missouri, $40,000; 
Ohio, $406,400; Mississippi, $1,284,500; Mississippi and Missouri, $100,000; Mis- 
sissippi and Ohio, $677,700; Mississippi, Missouri, and Ohio, $223,000; Mississippi, 
Missouri, Ohio, and Arkansas, $400,000. 
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amount, therefore, for the four streams for thirty-seven years does 
not greatly exceed the average annual appropriation for the Mis- 
sissippi alone since 1880. The total sum granted fot rivers and 
harbors from 1822 to 1860 was about $14,700,000. 

With respect to the magnitude of the appropriations, the scope 
of the river work, and the presidential views in regard to the Con- 
stitution, the periods before and after 1865 stand in marked con- 
trast. Before we consider these matters in detail let us outline 
the forces behind the demand for river improvement since the date 
above named. 

Among the leading elements were the widening of the sphere of 
interest with the spread of population in the agricultural lands of 
the West and Northwest; the demand for cheap transportation; 
the desire to find some satisfactory “regulator”’ of railway rates; 
the rising influence of the interior in Congress; the frequent sur- 
pluses in the national treasury; and the liberal views of the great 
political parties. The great floods and the scientific study of the 
problems of conservation of the national resources have added new 
elements to the program ofimprovement. The decline in the impor- 
tance of the rivers has tended to stimulate interest in the matter of 
improvement. Before 1860 it was insisted that the rivers should 
be improved because they were the most important means of trans- 
portation; now the insistence is based partially on the fear that 
they will lose their present importance. Meanwhile, the demand 
has become far more comprehensive, and at the same time the work 
is executed with more system than before 1860. 

After the friendly declarations of 1856 and 1860 the platforms 
of the Republican party have usually been mute on the matter of 
improvement.? But the silence has spoken loudly with action. 
The Democratic platform of 1884 pledged that ‘‘the federal govern- 
ment should care for and improve the Mississippi and other great 
waterways of the Republic, so as to secure for the interior states 
easy and cheap transportation to tide water.’ The platform of 
1892 enlarged on this declaration with the statement that “when 


*Cf. Annual Report Mississippi River Commission, 1910, pp. 2941, 2942. 

? McKee, pp. 99, 115. The matter was referred to in the platform of 1880; cf. 
McKee, p. 188. 
3 Ibid., p. 207. 
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any waterway of the Republic is of sufficient importance to demand 
the aid of the government such aid should be extended with a 
definite plan of continuous work until permanent improvement is 
secured.””* 

This was a marked advance over the most liberal expressions 
before 1865. But the party platforms of 1912 have gone far beyond 
the ideas expressed in the one last quoted. Here the program,.as 
far as demands go, is probably presented in its final stage. Said 
the Democratic platform of 1912: “We favor the adoption of a 
liberal and comprehensive plan for the development? and improve- 
ment of our inland waterways with economy and efficiency, so as 
to permit their navigation by vessels of standard draft.”’ The 
platform then defines at some length what the plan is. It includes 
“‘the conservation of our national resources and the development of 
our waterways”; “the regulation of river flow by additional bank 
and levee protection below, and the diversion, storage, and control 
of the flood waters above, and their utilization for beneficial pur- 
poses in the reclamation of arid and swamp lands, and the develop- 
ment of water power, instead of permitting the floods to continue, 
as heretofore, agents of destruction.” Here the various elements 
are joined together in a comprehensive program and stated as a 
great national issue. In the platform of the Progressive party we 
find a similar declaration with the appended statement that the 
equipment used in building the Panama Canal should be employed 
in constructing a Lakes-to-the-Gulf deep waterway. The political 
parties since the war, therefore, have recommended, in more and 
more liberal terms, a system of internal improvements. 

It is hardly to be expected that presidents elected under such 
conditions would offer any great resistance to the growing demands 
for betterments. Although the appropriations were reaching large 
proportions, scarcely any objection was raised by the executives 
until Arthur, in 1882, vetoed a bill including large appropriations 

t McKee, p. 267. 

*If space permitted it would be interesting to trace this idea of development. 
Some of the earlier statements pledge appropriations only where commerce already 
“existed.” 

3 From the platform as quoted in the daily newspapers. 

4 Cf. supra, p. 630. 
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for rivers and harbors. His principal objection to the bill was that 
it contained appropriations “for purposes not for the common 
defense or general welfare and which do not promote commerce 
among the states. These provisions, on the contrary, are entirely 
for the benefit of the particular localities in which it is proposed to 
make improvements.’* He added that “the duty devolves on me 
to withhold my signature from a bill which contains appropriations 
which, in my opinion, greatly exceed in amount the needs of the 
country for the present fis¢al year. The extravagant expenditure 
of public money is an evil ” President Arthur also criticized 
the practice of grouping a large number of items in one bill, and the 
plan, sometimes employed, of including araounts for rivers and 
harbors in general appropriation bills.? 

In 1896, President Cleveland vetoed a river and harbor bill. 
The act appropriated upward of $14,000,000 to be applied to 417 
separate objects. “A more startling feature of the bill,’ according 
to the President, was “‘its authorization of contracts for river and 
harbor work amounting to $62,000,000.” He asserted that ‘‘many 
of the objects for which it appropriates public money are not 
related to the public welfare, and many of them are palpably for 
the benefit of limited localities or in aid of individual interests.” 

While the bills during this period involved large sums, there were 
only a few vetoes. These were based principally on the ground of 
expediency. With the political parties generally favoring an exten- 
sive system of improvements, and with the presidents taking a 
wide view of their powers, the appropriations were sure to grow by 
leaps and bounds. 

Immediately after the war memorials began to pour into Con- 
gress calling for improvements of various descriptions.4 The con- 
vention plan was revived and an assembly of this sort was an annual 

* House Ex. Doc. No. 222, 47th Cong., rst sess., p. 1. Grant, in 1876, expressed 


his disapproval of several bills; cf. Messages and Papers of the Presidents, VII, 377, 
408; also VIII, 95. 

2 Messages and Papers of the Presidents, VIII, 138. 

3 Ibid., IX, 678. 

4Cf. of the rst and 2d sessions of the 39th Congress alone, Senate Misc. Doc. 
Nos. 45, 54, 65; Senate Ex. Doc. No. 22; Senate Report No. 126; House Misc. 
Doc. Nos. 46, 80, 98; House Ex. Doc. No. 58; House Report No. 20. 
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occurrence in the interior. Such conventions were held at Dubuque 
in 1864; at Keokuk in 1867; at Prairie du Chien in 1868; at New 
Orleans in 1869, 1875, 1876, and 1880; at St. Louis in 1867, 1872, 
1873, and 1881; at Vicksburg in 1875; at St. Paul in 1875 and 1877; 
at Quincy in 1879; and at Davenport in 1881. 

The St. Louis convention of 1873 was an unusual assembly. It 
was composed not of delegates from the states, but of congressmen 
and governors. At least twenty states were represented. The 
object of the convention was announced by Mayor Brown, of St. 
Louis, as follows: ‘We have designated this assembly a con- 
vention, but in character it is merely an informal and friendly 
conference. We desire to submit a plain, practical exhibit of the 
needs of the West and South for improved water lines to the 
ocean.”* Memorials were sent from all these assemblies praying 
for immediate and extensive improvement of the Mississippi and 
its tributaries. 

These bodies, meeting at random, have in recent years given 
place to several large permanent organizations, like the National 
River and Harbor Convention, whose purpose it is to unite the 
movement and to direct attention systematically to river improve- 
ment. This marks the culmination of the marshaling of the forces 
in favor of river betterment. 

As we have seen, one of the important elements in the develop- 
ment of the river program was the rising power of the interior. “An 
estimate of the political power of these states,” said the report of a 
congressional committee in 1878, “‘shows how national are the 
interests attaching to the rivers. Of the 301 representatives of the 
people in the present Congress, the eighteen states and two terri- 
tories sent 171.’ Of the 11 members of the Committee on Com- 
merce of the House in the 41st Congress, 5 were representatives from 
the interior.’ ‘‘Not a single member of that committee,” it was 
urged in debate, “resides in any state upon the Atlantic seaboard, 
except New York, Rhode Island, and Louisiana. The East and the 
West are largely represented. It is not surprising, therefore, that 


t St. Louis Democrat, May 14 and 15, 1873. 
2 House Report No. 714, 45th Cong., 2d sess., p. 5. 
3 Cong. Globe, 41st Cong., 2d sess., p. 5257. 





A HISTORY OF RIVER IMPROVEMENT 653 


the appropriations should be confined to the states from which this 


committee comes.’ ‘ 


Meanwhile, the national treasury was often burdened with a 
surplus over expenditures. The balances reached a considerable 
figure in the years from 1866 to 1880; but during the decade to 
1890 the annual surplus often amounted to over one hundred 
million dollars. The national debt had been reduced from $1,996,- 
000,000 in 1879 to $891,000,000 in 1890; the interest charges were 
reduced.2 The revenue was in excess of the ordinary needs of the 
government. How was the surplus to be disposed of without 
seriously disturbing the existing tariff? The advocates of the river 
improvement program urged that it be spent in bettering navigation. 
“Can there be a more propitious time,” said the memorialists of the 
St. Louis convention in 1881, “for the national legislature to recog- 
nize the value and importance of the work? The report of the 
Secretary of the Treasury, favorably presented by President Arthur 
in his message, shows a surplus revenue of over $100,000,000 
for the last fiscal year, and the question suggests itself, ‘how can this 
accruing surplus be profitably and most beneficially expended ?’ 
Those for whom we speak do not complain of the burdens of tax- 
ation. They do not ask for the present reduction or speedy extin- 
guishment of the national debt, but they do ask that this surplus 
shall be applied in part to their great and cheap thoroughfares.’’ 
A similar argument was heard in Congress. Mr. O. D. Conger, of 
Michigan, saidin 1870: ‘I am firm in the belief, Mr. Speaker, that 
every dollar which the government spends judiciously in giving 
security to shipping, in enlarging and multiplying the channels and 
routes of transportation and travel, in opening new ways of commu- 
nication by land and water is not only returned fourfold to the pro- 
ducer, the farmer, the lumberman, the artisan, and the consumer, 
but adds vastly to the material wealth and vital prosperity of the 
nation at large.”4 Others, also, urged that the wisest policy was 
to spend the accruing funds on national development. 


* Ibid., p. 5275. 

* Dewey, Financial History of the United States, pp. 401, 429, 431. 

3 Official Report of the River and Harbor Convention, St. Louis, 1881, pp. 237, 238. 
4 Cong. Globe, 41st Cong., 2d sess., Appendix, p. 477. 
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The granger movement which stirred the interior during a por- 
_* tion of the decade from 1870 to 1880 added momentum to the 
\demand for river improvement. One of the objects of the Patrons 
of Husbandry was to secure redress for the farmers for their griev- 
ances against the railroads. It was constantly urged that river 
transportation was cheaper than that by rail. If the obstacles 
which beset this trade were removed, traffic would take to the rivers 
in greater volume; the waterways would force the rail rates to lower 
levels, and the saving to the farmers would be immense." Testi- 
mony was not wanting to show that at certain periods the railroads 
were greatly influenced by river competition. Mr. Murdock, presi- 
dent of the Mobile & Ohio, testified before the Windom commission 
in 1873 that “the river line is the hardest thing to fight I have ever 
struck yet, particularly in good weather and when the river is up; 
but when we catch them with low water or an ice gorge we turn the 
tables on them.’ The representatives of the interior urged such 
improvements as would make the rivers constant competitors of the 
railroads.s In this connection, Mr. Finkelnberg, of Missouri, de- 
clared in Congress, ‘‘The people everywhere demand cheap water 
transportation. It is the great demand of the day. Oppressive 
railway tariffs have demonstrated the folly of longer neglecting the 
improvement of those magnificent water courses with which nature 
has so bountifully blessed our country.”* Great pressure was, 
meanwhile, brought to bear upon the Committee on Commerce in 
the House. Mr. Conger probably did not overstate the case when 
he said: ‘‘They [the committee] have been subject from day to day 
to the urgency of zealous senators and watchful representatives, 
whose patriotic vision, like the ‘eye of one who slumbers not nor 
sleeps,’ has watched with commendable keenness over the interests 
of their trusting constituencies.’’s 
t House Ex. Doc. No. 79, 39th Cong., 2d sess., p. 92; Proceedings of the River 
Improvement Convention, St. Louis, 1867, pp. 26, 38; Annual Statement of Trade and 
Commerce of St. Louis, 1872, p. 29. 
2 Report of the Windom Commission, p. 236. 
3 St. Louis Democrat, July 11, 19, 21, 26, 31, 1873. 
4 Cong. Globe, 41st Cong., 2d sess., Appendix, p. 494. 
5 I[bid., p. 475. 
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The effect of these various influences is seen in the appropria- 
tions obtained from Congress. By an act of June 23, 1866, $550,000, 
were granted for the improvement of the Mississippi, Missouri, 
Ohio, and Arkansas; also, $200,000 for the Des Moines rapids. In 
1867, $100,000 were granted for the improvement of the Ohio River, 
and in 1870, $250,000 for the improvement of the falls at Louisville. 
About 1870 Congress inaugurated an extensive system of better- 
ments of the Mississippi from the Falls of St. Anthony to the mouth 
of the river, expending during the decade a number of million dol- 
lars on the work: The Ohio and Missouri, also, received iiberal 
grants. Over a million dollars were devoted to the latter stream 
alone, during the years from 1878 to 1881." The extent to which 
Congress and the executives yielded to the new demands is wit- 
nessed by the magnitude of the appropriations. From 1866 to 1882 
grants for the Ohio, Mississippi, Missouri, and Arkansas amounted 
to about $25,000,000. From 1882 to 1910, inclusive, the appropria- 
tions for the Mississippi have amounted to $61,704,000; appro- 
priations for the Ohio, from 1882 to 1909, have been $4,587,000;3 
and for the Missouri, to 1905, $9,259,000.4 Other streams, such as 
the Tennessee, Cumberland, Illinois, Wisconsin, and Kanawha, have 
received large appropriations.‘ 

In 1879 Congress took a most important step in the development 
of the river work. In that year the Mississippi River Commission 
was created. Prior to that date appropriations were made for one 
object or another with scarcely any reference to the improvement 
of the system as a unit. What the commission was expected to 
accomplish was explained by Mr. Gibson, of Louisiana, who intro- 
duced the bill. ‘This commission is created with the hope that 


t Senate Ex. Doc. No. 196, loc. cit. 

2 Annual Report of the Mississippi River Commission, 1910, Appendix PPP, pp. 
2941, 2942. 

3 Annual Report, Chief of Engineers, United States Army, 1909, Pt. II, Appendix 
DD, p. 1733. The appropriations for the Louisville and Portland canal not included 
in the figures since 1866, nor the allotments. 

4 Ibid., Appendix AA, p. 1667, includes appropriations and allotments. 


5 The total expenditures for rivers and harbors from 1896 to 1910 inclusive were 
$325,333,000. Cf. Senate Report No. 1025, 61st Cong., 3d sess. 
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they may devise some plan, economical, feasible, and complete, that 
shall give us deep water at all seasons of the year and prevent these 
destructive floods so ruinous, not only to the country through which 
they flow, but to the mighty commerce that carries the productions 
of the millions who inhabit the great valley.’”" In this and further 
remarks of Mr. Gibson and others we have a foreshadowing of the 
idea of the comprehensive program which prevails today. 

The act creating the commission was approved June 28, 1879.? 
Section two provides for the appointment of seven commissioners, 
“three from the engineer corps of the army, one from the Coast and 
Geodetic Survey, and three from civil life, two of whom shall be 
civil engineers.” Section four provided that “It shall be the duty 
of said commission to take into consideration and mature such plans 
and estimates as will correct, permanently locate, and deepen the 
channel, and protect the banks of the Mississippi River; improve 
and give safety and ease to the navigation thereof; prevent destruc- 
tive floods; promote and facilitate commerce, trade and postal 
service; and when so prepared and matured to submit to the sec- 
retary of war a full and detailed report of their proceedings and 
actions, and of such plans with estimates of the cost thereof 

The annual reports of the commission contain, in addition to a 
statement of its work, recommendations for future improvements. 
These are based on previous surveys and inspections. The present 
policy, therefore, of making improvements under the supervision of 
a commission after a previous investigation, is a great improvement 
over the old random method which prevailed before 1879. The 
Missouri River Commission was created by act of Congress July 5, 
1884.4 Its purpose was similar to that of the Mississippi body. 
This commissien, however, was dissolved in 1902 because the de- 
clining commerce of the Missouri River did not seem to warrant its 
continuance. 

The plan for the improvement of the Ohio has experienced a 
great development since the resumption of appropriations in 1866. 

* Cong. Record, 46th Cong., 1st sess., IX, Pt. II, 2282. 

2 United States Statutes at Large, XXI, 37, 38. 

3 Ibid., XX XI, 37, 38. 

4 Senate Report No. 527, 61st Cong., 2d sess., p. 602. 
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About that time a minimum three-foot channel wads all that was 
desired. As early as 1872, a board of engineers was appointed to _ 
report upon the applicability of certain plans for movable hydraulic 
gates for chutes and locks. In 1875, Major Merrill, of the United 
States Engineers, expressed himself in favor of the movable dam 
system throughout the entire river." An act of Congress, March 
3, 1875, appropriated $100,000 ‘‘to be used for and applied toward 
the construction of a movable dam, or a dam with adjustable gates 
for the purpose of testing substantially the best method of improving 
permanently the navigation of the Ohio River and its tributaries.” 
The River and Harbor act of August 11, 1881, directed the appoint- 
ment of a board to report upon the feasibility of improving the Ohio 
below Pittsburgh by means of movable dams. The report was 
favorable to this plan, and the first appropriation was made for the 
work in 1890.7 Subsequent acts have called for further surveys and 
improvements.’ The River and Harbor act of March 3, 1905, 
called for the appointment of a board of engineers to inspect 
the Ohio River with a view to the radical improvement of the 
stream, and with the hope of obtaining a six- or a nine-foot 
channel. Thus the program has developed into a plan of canaliz- 
ing the whole river. The deep-waterway program as it appears 
today includes a nine-foot channel from Pittsburgh to Cairo; six 
feet of water from St. Paul to St. Louis; six feet in the Missouri 
from possibly Sioux City to St. Louis; and fourteen feet from the 
Lakes to the Gulf. 

The advocates of this extensive system of improvements find 
support for their proposition in many recent developments. The 
opinion prevails in some quarters that the rivers have been objects 
of unfair competition,‘ and that if harmonious relations could be 
established between river and rail lines the river trade would grow.’ 
It is urged that the local packet lines on the Ohio are carrying 


? House Doc. No. 492, 60th Cong., 1st sess., p. 1. 

? House Doc. No. 492, 60th Cong., 1st sess., pp. 1-9; House Doc. No. 2, 57th 
Cong., 2d sess., p. 1869. 

3 June 3, 1896; March 3, 1899; June 13, 1902; March 3, 1905; June 30, 1906. 

4 Bulletin Amer. Econ. Assn., Fourth Series, No. 2, pp. 155-62. 

5 Senate Doc. No. 301, 61st Cong., 2d sess., p. 10. 
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freight at a profit in spite of their handicaps.’ For some classes of 
freight, transportation by river is asserted to be far more satisfactory 
than that by rail, and to result in prompter deliveries and lower 
rates.?_ The old argument still prevails that cheap river transpor- 
tation is admirably suited for the bulky products of the interiors 
Lower rates would result in a saving of millions of dollars annually 
to farmers and others. It is added that in prosperous times railway 
traffic is congested,* and that the time has now arrived for the 
development of the waterways as at least an adjunct to the rail- 
ways. It is believed that if the shippers understood that it was to 
be the policy of the government to grant the desired improvements 
the proper river terminals would be built. The success of the 
jetties in maintaining deep water at the mouth of the Mississippi 
has been urged for some years as a reason for further improvement, 
possibly with the hope of connecting an extensive foreign trade with 
the river ports.’ The prospective trade through the Panama Canal 
adds further weight to the argument. 

It is recognized, of course, that the cost of the desired improve- 
ments will be very great. The Trans-Mississippi Commercial Con- 
gress at Muskogee in 1907 adopted as a slogan: “An annual appro- 
priation of at least $50,000,000 for rivers and harbors.’ And it 
was announced that “‘it is the sense of this congress that it is desir- 
able‘that the government shall issue its 2 per cent bonds to the 
extent of $500,000,000 more to carry forward the work which has 
already been approved by the engineers of the army.” Nothing 
further is needed to indicate the proportions to which the demands 
have now grown. 

It should be said that there are good indications of a revival of 
interest in the rivers on the part of the shippers. At Memphis, the 
Illinois Central Railroad has recently placed in operation, adjacent 

* House Doc. No. 492, 60th Cong., 1st sess., pp. 16-18; extract Report of Inter- 
state Commerce Commission, 1904, Appendix, No. 5, p. 58. 

2 Ibid. 

3 Annals of Amer. Acad. Pol. and Soc. Sci., XXXI, p. 7. 

4 Annual Report of Mississippi River Comm., 1910, p. 2976. 

5’ Memorial St. Louis Merchants Ex., 1892, p. 33. 

6 Senate Doc. No. 101, 60th Cong., 1st sess., pp. 1-7. 
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to their freight yards, a telpherage system for the rapid‘and economi- 
cal transfer of cargoes from and to the barges in the river." At 
New Orleans have been constructed “magnificent and spacious 
docks and wharves with their steel sheds, loading cranes, moving 
platforms, railroad trackage, etc.”? In the same connection the 
following statement appears in the last report of the Cincinnati 
Chamber of Commerce: ‘‘Owing to a good stage of water through- 
out the year river conditions were very satisfactory. A consider- 
ably increased traffic is indicated, and a large use of the river by 
shippers in the Ohio Valley is reported. With the policy of the 
government to keep up the work of improving the river clearly 
defined, there is greater activity in boat-building, and inquiries are 
being made by investors as to the feasibility of establishing new 
lines of boats for freight and passenger trade.’ 

Several of the elements which now form a part of the compre- 
hensive plan of improvement were added years ago. Levee work, 
indeed, antedates the bettering of the channels. It now absorbs 
a considerable part of the funds devoted to the Mississippi River. 
For example, of the $63,514,000 appropriated from 1879 to 1910, 
$24,753,000 were consumed in levee construction and repair. Some 
of the states along the southern Mississippi have for years co- 
operated with the federal government in this work.’ 

The association of river improvement and reclamation of swamp 
and overflow lands dates back at least to the great floods of 1828, 
1844, and 1849. With the settlement by American immigrants of 
Louisiana and Mississippi and with the success of cotton and sugar 
planting, the demands for reclamation received a considerable stim- 
ulus. The demand has been urged periodically since that time.® 


* Annual Report of Mississippi River Comm., 1910, p. 2976. 

2 Ibid. 

3 Sixty-fourth Annual Report of the Cincinnati Chamber of Commerce (1912), p. 84. 

4Cf. Hearings before the Committee on Commerce, United States Senate (1890), 
passim. 

5 During the years from 1833-61 Louisiana expended $1,654,700; and from 1865- 
82 local levee districts in Louisiana, Mississippi, and Arkansas spent $21,979,000. 
Cf. Hearings before the Committee on Commerce, United States Senate (1890), p. 89; 
and E. W. Gould, p. 329. 


® Messages and Papers of the Presidents, VIII, 96. 
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The petitions have become more urgent at the present time because 
of the limited amount of land now at the disposal of the government. 

The most recent additions to the program of improvement are 
the demands for flood control by large reservoirs along the upper 
courses of the streams, and the conservation of the forests about 
the water-sheds. And this naturally suggests another addition to 
the system, namely, the use of the water thus held behind dams, or 
in reservoirs, for the purposes of power." The comprehensive pro- 
gram as it is presented today may be summarized as follows: 
“Citizens of all portions of the country are coming to realize that, 
however important the improvement of navigation may be, it is 
only one of the many ends to be kept in view. The demand for 
navigation is hardly more pressing than the demands for reclaiming 
lands by irrigation in the arid regions, and by drainage in the humid 
lowlands, or by utilizing water-power now running to waste, or for 
purifying the water so as to reduce or remove the tax of soil waste, 
to promote manufactures and to safeguard life.’ 


From a rather weak and intermittent appeal for aid from the 
federal government to remove the snags and a few barriers from the 
navigable rivers, the plan of improvement has thus grown until it 
includes a great comprehensive system. The early demand was 
satisfied with the appropriation of a few thousands of dollars annu- 
ally. The present demands require millions for their execution. 
Since the interest is spread over such a large area, since the forces 
favoring improvements are so well organized, and since the great 
political parties are pledged to an extensive system of betterments, 
we may expect to see the appropriations increase. The program 
itself appears to be complete. But great new problems are pre- 
sented, namely, how to correlate the different elements of the sys- 
tem—how to adjust the expenditures among the different items so 


as to obtain the best results. 


Isaac LIPPINCOTT 
WASHINGTON UNIVERSITY 


* Cf. Report of the 1910 Committee on Agriculture on Conservation of Navigable 
Rivers, House Report No. 1036, 61st Cong., 2d sess., also Preliminary Report of the 
United States National Waterways Commission, Senate Doc. No. 301, 61st Cong., 2d 
sess. 


2 Annals of Amer. Acad. Pol. and Soc. Sci., XXXI, 7. 
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One of the more important objects sought in the establishment 
of the new federal reserve system was full elasticity of bank credit. 
To assure its achievement provision was made for a considerable 
centralization of bank reserves and for an essentially monopolistic 
system of note issue. With reserves centralized, with the deposits 
of local banks with the reserve banks equivalent for the local 
banks to cash reserves in their own vaults, and with note issue 
in control of the ultimate reserve authority, the variability in 
the demand for the two possible forms of bank credit seemed to 
be provided for. The question that remained was: On what terms 
and under what conditions should a local bank be permitted to 
draw on its reserve bank, either for the purpose of strengthening 
its deposit, and hence its reserve, or for that of obtaining circulating 
notes? Without adequate provision in this direction the whole 
system of centralized reserves and of monopolistically issued notes 
would fail of its purpose, because reserves so controlled and notes 
so issued can be successfully. depended upon only when they are 
freely accessible or available. 

In order to make available to the member banks the resources 
of the reserve banks, Section 13 of the law provides that upon: the 
indorsement of any of its member banks a federal reserve bank may 
discount notes, drafts, and bills of exchange arising out of actual 
commercial transactions, and that the Federal Reserve Board is 
to have the right to determine or define the character of the paper 
thus eligible for discount “‘ within the meaning of this act.’’ Spe- 
cific provision is made for notes, drafts, and bills of exchange secured 
by staple agricultural products or other goods, wares, or merchan- 
dise, but paper covering merely investment securities, except bonds 
and notes of the government of the United States, is expressly 
denied the rediscount privilege. 

Many interesting points of inquiry are suggested in these pro- 
visions, but the one of large and immediate significance grows out 
of the power of the Federal Reserve Board to define the character 

661 
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of the domestic paper available “within the meaning of the act” 
to member banks for the purpose of rediscounting at the reserve 
banks. 

First of all it will be observed that the act imposes on the Federal 
Reserve Board the obligation to see to it that, however the board 
may ultimately define the character of the paper eligible for dis- 
count at the reserve banks, only paper growing out of “actual 
commercial transactions” be included in the definition. Express 
exception is, however, made of bills, etc., based on agricultural and 
other commodities. That is to say, bills of this kind need not 
grow out of “actual commercial transactions” but need merely 
be “‘secured by” the commodities. On the other hand, purely 
investment paper, whether it grow out of a “commercial transac- 
tion” involving the actual exchange of securities or whether it be 
issued simply to enable the holder to carry the securities, is expressly 
excluded. In other words, to put it rather baldly, the act itself, 
while insisting that the paper eligible for rediscount be that which 
grows out of ‘“‘actual commercial transactions,’ accepts purely 
speculative paper where agricultural or other commodities are con- 
cerned, but denies the acceptability of paper that may, in the field 
of security trading in highest faith, grow out of actual exchange 
transactions, and which may therefore, in sound theory, be much 
more acceptable for rediscount purposes than paper based merely 
on commodity security. 

Taking the act as it stands, however, the responsibility put 
upon the Federal Reserve Board in defining the character of the 
paper eligible for rediscount is by no means a light one. By way 
either of preservation or of alteration the definition that is finally 
decided upon may have a great influence on American business 
methods. 

Last February the Reserve Bank Organization Committee, 
charged with the duty of getting the new system started, sent out 
to clearing-houses, chambers of commerce, etc., a letter asking 
for suggestions concerning this important definition of commercial 
paper. The letter, signed by M. C. Elliott, the secretary of the 
committee, points out that it has been frequently insisted ‘that 
commercial paper in a purely technical sense should be construed 
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to mean obligations which represent the purchase price of some 
commodity sold,” but that the customs in the United States are 
now such as to afford little of this paper. It states further that 
the present-day practices in the United States make it difficult 
to identify bona fide commercial paper. Consequently the com- 
mittee asked for suggestions, not only as to definition, but also 
as to standard iorms of notes, drafts, and bills of exchange, “to the 
end that there may be established, as far as possible, a uniform 
practice among all federal reserve and member banks with respect 
to the creation of the eligible paper provided for in the Federal 
Reserve Act.” 

It will be observed that in its letter the committee emphasizes 
the desirability of a “‘uniform practice” among all the banks in 
this matter of commercial paper. The act itself does not require 
a uniform definition for every district, but it is obvious that there 
could not be a free flow of funds in an open market without such 
substantial uniformity. On the other hand, an impediment stand- 
ing in the way of the achievement of complete uniformity is to be 
found in possible differences in the laws of the several states,’ but 
as the Uniform Negotiable Instruments Law is now the law in 
47? states and jurisdictions, it is probably a safe conclusion 
that the legal obstacles to complete uniformity are not insur- 
mountable. Practical difficulties may be more serious. 

At the present time the commercial paper situation in the United 
States is peculiar. ‘‘Commercial paper” in the old and strict 
sense is little used in this country. “Trade paper,” as it is now 
called, arises in less than 3 per cent of the credit transactions in 
the United States.3 In some lines of trade, especially where a 
local wholesaler does a large business with small tradesmen, the 
wholesaler will extend credit by taking the retailers’ notes; but 
in obtaining credit for himself the wholesaler will not surrender 
control of the bundle of retailers’ notes, preferring instead to give 
simply his own note on a general understanding with his banker 
that the personal note rests on, and is fully covered by, the retailers’ 


* See letter of Baltimore Clearing-House to Organization Committee. 
2 Journal of the American Bankers Association, April, 1914, p. 679. 
3 Annalist, March 9, 1914, p. 293. 
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notes." The wholesaler hesitates to surrender to the banker the 
notes that he receives because he fears that his competitors might 
get some inkling of his trade connections, etc. In general, “trade 
paper” is used to settle accounts only when the credit terms are 
still long, that is, four months or more.” 

What generally passes as “commercial paper’ in the United 
States is single-name paper. As in the case of the wholesaler 
referred to above, the borrower of bank credit in these days offers 
for discount simply his own promissory note. Some of this paper, 
particularly corporation notes, carries indorsements, but these are 
largely “accommodation” indorsements, which may buttress the 
security of the paper but which indicate nothing as to its purpose. 

The wide use of single-name paper in this country is largely 
explained by the fact that the prevailing terms of payment in 
business transactions are net in 30 or 60 days, with a discount for 
payment in cash within variously from 1o days to one month. 
The cash discount allowed is usually so large that a purchaser can 
ill afford not to take advantage of it. Two per cent discount for 
cash within ten days, for example, with “60 days net” is equivalent 
to a return of 12 per cent per annum on one’s capital. In actual 
practice the allowance is often even more liberal. Hence where 
competition is at all keen the business man is practically forced to 
adopt the system of cash payments, depending upon his bank to 
advance to him, on his own notes, the necessary funds. Moreover, 
so broadly has the custom of taking cash discounts spread that a 
failure to take advantage of them is generally regarded as an indi- 
cation of weakness, and tends to undermine general confidence in 
the business man’s credit standing. Hence the necessity for main- 
taining his credit rating, as well as competition, virtually forces 
the business man into making anticipatory cash payments and thus, 
more or less as a consequence, into the general practice of discount- 
ing his personal paper.’ 

Furthermore, as business operations have grown to a larger and 
larger scale, especially in the case of large corporate enterprises, 

t Annalist, March 9, 1914, Pp. 294. 

2 J. J. Klein, Annalist, March 23, 1914, p. 361. 3 Ibid. 
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the credit needs of business have in many cases expanded beyond 
the capacity of the local banks to supply them. The necessity, 
arose, therefore, to go elsewhere for accommodation. This was 
met in some cases by the opening of bank accounts in other centers, 
but obvious difficulties and restrictions attend this method of 
procedure. More elastic possibilities and fewer difficulties grew 
out of the employment of middlemen to market the paper over the 
country as a whole on the best available terms. Hence the note- 
broker is today an important factor in the discount market. Asa 
result of the note-broker’s activities there has come to be estab- 
lished an extensive open market for commercial (single-name) 
paper in this country, and the rates at which such paper is dis- 
counted are regularly reported in the daily newspapers. 

This development of a commercial-paper market reflects, of 
course, a considerable development of the demand of the banks 
for this form of investment.’ ‘Country banks” especially have 
in the last few years heavily increased their purchasés in the open 
market, because the necessity of writing off heavy losses due to the 
shrinkage of bond values has tended to make them more timid 
about investing in securities, and because they have also learned 
by experience that paper purchased through a broker does not 
have to be renewed, as does most of the purely local paper.” 

This development has, of course, tended to put an increasingly 
heavy responsibility on the note-broker and has brought about, at 
least to some extent, a readjustment of his business methods. At 
first note-brokers simply solicited paper from merchants and 
charged a brokerage fee. Latterly, the custom has grown up for 
the broker to buy up the paper outright. This forces the broker 


* During 1912 over $1,700,000,000 in notes were sold by reputable brokers, and 
they represented in these transactions from 2,500 to 3,000 concerns. In one large 
eastern state over two-thirds of the state banks and trust companies regularly invest 
a portion of their funds in this class of paper (J. A. Broderick, Finance, October 4, 
1913, p. 328). On August 9, 1913, according to the report of the Comptroller of the 
Currency, the national banks held over six billions of dollars of commercial paper, 
most of which was single-name. 


? Financier, June 22, 1912. 


3J. G. Cannon, Financial Age, October 19, 1908. 





666 JOURNAL OF POLITICAL ECONOMY 


“to stand between the maker and the bank,” and to the extent 
that any given piece of paper may be left on his hands, even though 
he does not indorse the paper that he sells, it compels him to be 
very circumspect about the paper that he purchases. Moreover, 
some banks now purchase paper with an option of return within 
a specified period, making it a point carefully to inquire about the 
maker of the paper before the option expires. In the last few years 
banks as well as brokers have established carefully organized credit 
departments, the purpose of which is, through careful inquiry into 
the character and standing of sellers of paper, to enable both brokers 
and bankers to select paper with sounder discrimination. 

This characteristically American discount system differs greatly 
from that which prevails in Europe. Abroad, single-name paper 
is very little used." The European banker demands more than 
one signature, not only as a guaranty of security, but also as an 
assurance of the validity of the transaction out of which the paper 
offered for discount grew. When the prospective borrower, for 
some sufficient reason, does not wish to divulge the names of his 
clients, as would be necessary if he drew bills on them, he may 
arrange with his bank for an overdraft (known as a cash advance),’ 
or by paying a small commission he may get the bank to “accept” 
a bill drawn directly on it. With a bank’s acceptance a bill, even 
though drawn by the humblest shopkeeper, becomes a prime 
investment and may be sold openly on the market at the lowest 
terms that prevail? On the Continent bank acceptances thus 
open the market widely to all who can arrange for them, while the 
open market for single-name paper in this country is restricted to 
large firms of established reputations. 

In view of the prevailing practice in Europe it is interesting to 
inquire why in America there should have been this peculiar 
development in the discount field. It has been pointed out that 
before the Civil War trade paper, as it is now called, was pretty 
generally used, but the exigencies growing out of the war com- 

tP. M. Warburg, ‘“‘The Discount System in Europe,” in Report of the National 
Monetary Commission. 

2 Ibid.; see also William Jacobs, “‘Bank Acceptances,” in Report of the National 
Monetary Commission. 

3 Warburg, Joc. cit. 
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pletely changed the situation. The excessive issue of the green- 
backs and the uncertain value of credit instruments covering any 
appreciable period of time led sellers to endeavor to bring business 
to a cash basis. Credits were shortened to 30 or even to 10 days, 
and strong emphasis was placed on immediate payment. With 
cash discounts alluringly liberal, merchants could ill afford to forego 
them, and cash payments tended to become more and more com- 
mon. Big houses offered single-name paper to raise the needed 
funds, and little by little the older system of settling by the promis- 
sory note of the debtor was supplanted by the system of selling 
on open account, with the choice given to the debtor of a liberal 
discount for cash or the payment of the due amount “net” at 
the expiration of a relatively short credit period. 

The transition was hastened by the development of the practice 
of selling goods by sample instead of by personal selection from 
an accumulated stock. Under the old practice the buyer bought 
under the rule of caveat emptor, but when purchasing by sample he 
had a right to demand that the delivered goods attain the standard 
of the sample, and there grew up in consequence the doctrine of 
“implied warranties.”” These warranties have in some lines been 
pushed very far,’ but in any case the buyer would hesitate to pay 
for goods until he had had a chance to inspect them, and hence 
he would as a rule demand that they be consigned to him on open 
account. The seller, however, cannot afford to wait for payment 
until his accounts become due. Too much of his capital would be 
tied up. He is forced, therefore, to go to his banker and, on the 
basis of his accounts receivable, to offer his own note and thus 
to obtain release of the capital otherwise temporarily beyond 
reach. 

Whatever the determining causes, the fact remains that single- 
name paper virtually monopolizes the field, and attention may 
now be directed toward the debate which it has engendered. 

The question at issue in this debate is whether single-name paper 
can safely be made acceptable for rediscount purposes at the federal 
reserve banks. Two aspects of this question must be distinguished. 


* E. D. Page, Annalist, March 16, 1914, p. 324. 
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The first concerns the requirements from the point of view of theory 
as to the essential character of the obligations that are made 
acceptable “cover” at the reserve banks for circulating notes or 
for deposit-credit advances that are themselves considered as 
reserves," while the second involves the practical question as to 
what the Federal Reserve Act itself demands. 

Theoretically no advance of bank credit in any form should be 
made except to facilitate a socially productive exchange of wealth, 
the final payment for which is temporarily deferred. Bank credit 
is a medium of exchange whose existence is made possible by the 
assumption on the part of the bank of a corresponding liability to 
pay cash on demand. The nature of this liability precludes the 
use of bank credit for any but short periods of deferred payments 
and for any purposes except bona fide exchange transactions. It 
bridges the gap between the surrender of capital and the receipt 
of payment for it. Its purpose is to anticipate a credit already 
established rather than to create one anew. Loans made simply 
to enable an owner of commodities to hold them for a “‘rise” do 
not grow out of exchange transactions. An additional medium of 
exchange is needed only when there are additional exchanges, and 
the holding of goods back from exchange reduces and does not 
add to the number of such exchanges. However profitable specu- 
lative and similar loans may be to those immediately concerned, 
they are not a safe basis for advances by note-issuing or reserve- 
holding banks. 

The practical aspect, as was said, concerns what the law actually 
requires. As already indicated, the act compromises to a certain 
degree with the demands of sound theory, but that compromise is 
not involved in the debate which constitutes the theme of this 
article, and we may therefore pass it by. Beyond the compromise, 
however, there can be no question that the demand is for paper 
growing out of actual exchange transactions, and the power of 
interpretation given to the Federal Reserve Board applies only to 

* In this connection more emphasis is often put on the use of the paper as cover 
for circulating notes than on its use as cover for deposit credits. But as notes under 


the Federal Reserve Act are not available for reserve purposes, the greater emphasis 
should be put on the paper as cover for deposits. 
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the paper coming “within the meaning” of the act. ‘Two-name 
or trade paper, not simply accommodation paper, necessarily 
implies the passing of some valuable good for which obligation’ 
is acknowledged. Single-name paper, however, carries no such 
necessary implication. Some of it is true commercial paper, but 
much of it is not, and the question is whether single-name paper 
shall be refused altogether by the reserve banks or whether through 
a satisfactory definition of character a careful selection can be made 
so that the bona fide single-name commercial paper may command 
rediscount privileges equal to those extended to double-name 


paper. 
THE CASE AGAINST SINGLE-NAME PAPER 


The assaults against single-name paper are based on disapproval 
of its security as an investment, on the results of its functioning as 
a credit instrument, and on its general position in the operation of 
the new banking system. 

The charge is made that single-name paper is unsafe as a bank 
investment. Where brokers are depended upon it is clair-ed that 
there is a constant stimulus to firms to offer their paper in the 


market when the needs of such firms could and should be met by 
local banks. At maturity this paper’is liquidated with the pro- 
ceeds of other notes and the ease of securing funds in this way leads 
to long-time and hence unsafe investment of what are properly 
merely temporary resources.’ Moreover, oftentimes several brokers 
are employed by a firm at the same time and there is no effective 
check on its operations. While the custom of making audits is 
fairly general, it is charged that the audits are made by friendly 
accountants at times peculiarly favorable to the borrowers, and 
that even where this is not the case it is virtually imposible to get 
an effective check on bills payable.? On the other hand, where 
brokers are not employed, bankers themselves admit that it is the 
general practice to lend to firms on their single-name paper simply 
because they carry deposit balances with the banks, despite the 
fact that at times the paper of such firms would never be 


1 J. A. Broderick, Finance, October 4, 1913, p. 329. 
2 Ibid. 





670 JOURNAL OF POLITICAL ECONOMY 


bought on the open market.’ Hence, owing to this looseness, the 
possibilities of loss arising from single-name: paper are believed to 
be numerous and serious.” 

While it must be admitted that the losses thus far, especially 
in connection with the paper sold by brokers, have not been large,3 
the contention is made that this has been due to the fact that until 
a few years ago only firms with the highest credit would borrow 
in this way. Today the market is broadening and elements of 
danger have been disclosed. 

Involved, perhaps, in the charge that single-name paper is 
unsafe is the further assertion that it leads directly to overextension 
of credit to individuals and firms. It is asserted that some con- 
cerns borrow from their local banks on warehouse receipts or by 
giving the guaranty or indorsement of officers or directors, and at 
the same time sell their own paper in the open market.‘ Textile 
mills borrow against merchandise consigned to selling agents while 


* See J. T. Talbert of the National City Bank of New York, Commerce Monthly, 
April, 1909. 

2 Mr. Owen Shepherd, of the International Paper Company, classifies the possi- 
bilities of loss arising from the use of single-name paper as follows: 

:. Dishonesty on the part of a broker. 
a) In selling foreign paper. 
6) In putting out paper of known bad concerns. 
c) Through collusion with those who desire to issue paper dishonestly. 
. Inability on the part of the broker. 
a) In being misled as to his client’s standing. 
5) In engaging his cust to issue more paper than they are justified in doing. 
¢) By accepting improperly authorized paper. 
. Dishonesty on the part of the maker of the paper. 
a) Through false statements. 
5) Through flotation of paper not properly recorded. 
c) Through maintenance of separate bookkeeping systems or by other means by which public auditors 
may be prevented from obtaining full knowledge of the amount of outstanding paper. 
. Inability of the maker. 
a) By undertaking a larger business than his capital warrants. 
6) Through overexpansion due to a desire to speculate in his business by overbuying for a prospective 
rise or otherwise. 
. General overexpansion in many lines which might lead to panic and financial ruin. 
. Failure due to apparently unavoidable circumstances. 

3 Banks were hard hit, however, by the Westinghouse failure as well as that of 
the Pillsbury Flour Co. Other examples also could be cited. As this article goes to 
press it is reported that paper of the embarrassed H. B. Claflin Co., to the amount of 
over $30,000,000, is held in all parts of the county by some 5,000 banks to which it 
was sold, through note-brokers, as paper of the highest class. 

4 Rand-McNally’s Bankers’ Monthly, August, 1913, p. 28. 
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at the same time they assign their accounts receivable to their 
selling agents and borrow against them.’ In the piano trade, 
advances are made by banks to firms which have sold pianos on 
the instalment plan and which use the instalment leases as col- 
lateral for their paper. The Musical Age reports some cases where 
these leases were duplicated or even quadruplicated and loans 
made on all the copies.? Some firms also have three or four 
brokerage connections and sell through all of them. Before there 
was any extended open market for single-name paper the practice 
obtained of requiring each firm periodically to pay all its outstand- 
ing notes out of the assets of the business. Credits could thus be 
tested. But now it is said that this wholesome practice has gone 
by the boards The test now is, not of the debtor’s ability to pay, 
but of his ability further to borrow.‘ 

It is also pointed out that the development of ‘‘open-account”’ 
selling, which underlies the use of single-name paper, has intro- 
duced laxity in the settlement of obligations and has lowered the 
general level of business ethics. Extra large orders are sent in on 
the assumption that the unsold portions can on one pretext or 
another be returned. Due-dates are overlooked or are purposely 
disregarded and the seller is forced to assume the responsibility 
of collecting the money owing to him. Some of the largest buyers, 
indeed, like railroads, municipalities, etc., are notoriously the 
worst offenders in this way. Sellers must then look elsewhere for 
funds, and prices are of course adjusted to this necessity. Hence 
it is asserted that not only do the conditions underlying single- 
name paper lower the general business tone, but also that in a good 
many directions they result in higher prices than would prevail if 
settlements were prompt and certain. 

* Ibid. 

2 Ibid., August 9, 1913. 

3 Charles T. Kelsey, Proceedings of the Minnesota Bankers’ Association, 1911. 


4In his 1913 report Superintendent Van Tuyl of New York points out that some 
borrowers borrow large amounts from a number of institutions, each institution making 
its loan on the assumption that it is the only large creditor. A case was found in 
which a borrower maintained loan accounts in 29 different institutions. Another 
individual was discovered borrowing in the name of 30 different individuals and 
corporations. 
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Objection is also made that single-name paper would never be 
purchased by the foreign banker. This objection is serious. One 
of the purposes of the Federal Reserve Act was to create an open 
discount market to which foreign as well as domestic bankers would 
be attracted. If, however, there be only or primarily single-name 
paper available in such a market, it is contended that the foreigner 
would not be persuaded to come into it on a scale sufficiently large 
to guarantee the fulfilment of its purpose. 

In contrast with these shortcomings of single-name paper its 
opponents point to the advantages of two-name or trade paper. 
They claim not only that two-name paper is safer as an investment 
for the bank but also that it is better for the merchant from the 
viewpoint both of security and of economy. Two-name paper 
or the acceptance gives the seller a formal acknowledgment of the 
correctness of the amount involved, and at the same time consti- 
tutes in his hand a readily available instrument for discounting. 
With its use, less bookkeeping is necessary and due-dates cannot 
be overlooked. The greater security that arises under the two- 
name system permits closer figuring, both in credit and on prices, 
and, for the same reason, other things equal, two-name paper is 
bound to command a lower rate of discount than is quoted for 
single-name paper. All in all, therefore, two-name paper is held 
to be not only better but cheaper than single-name paper. 

Furthermore, the contention is made that only two-name paper 
will attract the foreigner to the American discount market. Single- 
name paper fails in this respect because much of it is speculative 
paper rather than bona fide commercial paper. The purpose of 
two-name paper, however, is apparent on its face; it would be 
freely acceptable to the foreign banker and if he could be persuaded 
to take it instead of gold it would constitute an effective protection 
against untoward gold exports.” 

The two-name paper advocates contend also that in the opera- 
tion of the Federal Reserve Act emphasis on two-name paper would 
be helpful to the small banks. The argument employed to sub- 


* William Ingle, Journal of Commerce, March 16, 1914. 


2 See J. E. Gardin, New York Times, March 1, 1914, and also the letter of the New 
York Clearing-House Committee to the Organization Committee. 
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stantiate this contention is that two-name paper grows out of 
regular business transactions and constitutes the main investment _ 
reliance of the small banks. Single-name paper, on the other hand, 
is put out by the larger business houses who bank with large insti- 
tutions in the big cities. Hence if single-name paper were admitted 
without restriction by the reserve banks most of their resources 
would tend to be absorbed in that class of paper. The small bank 
and the small business house would thus both be discriminated 
against." . 

On the whole, therefore, say the critics of the single-name 
system, because of the shortcomings of single-name paper and 
because of the superior qualifications of two-name paper, single- 
name paper ought to be debarred from the federal reserve system, 
and the effort should be made to go over to the European system. 


THE CASE FOR THE SINGLE-NAME SYSTEM 


The advocates of the single-name system not only attempt to 
refute the charges of the critics of single-name paper, but they 
also endeavor to force the recognition of certain positive advantages 
of this paper, and seek finally to establish their case by impugning 
the character and practical standing of two-name paper. 

They claim that single-name paper is just as safe as two-name 
paper, if not safer. It is asserted that the note-broker of today 
keeps in touch with his clients, sees to it that their borrowings are 
not excessive, and that the proceeds are properly used; and follows 
every detail of their business so that he can give the banks necessary 
data concerning their standing and business policy. One mercantile 
bank in New York is reported to have suffered a loss on invest- 
ments in single-name paper of less than one-half of 1 per cent 
on business of over two hundred million dollars.2, Furthermore, 

*In support of their contention that the transition to a two-name system is not 
only desirable but thoroughly practicable the advocates of this system point out that 
many business men favor it and that some firms have already adopted it. In the 
furniture trade, indeed, settlement by note or by accepted draft has long been the 
custom. But in other lines where open-account selling has been the rule the two- 


name system has been successfully introduced. See, for example, Journal of Com- 
merce, March 12, 1914, p. 1; New York Times, March 16, 1914. 


2 New York Post, March 14, 1914. 
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Mr. J. G. Cannon says that of the collateral held against clearing- 
house loan certificates during the panic of 1907, the total of which 
was over four hundred and fifty million dollars, 72.29 per cent 
consisted of commercial paper, of which only a negligible fraction 
proved unsound. 

It is also contended that single-name paper is more liquid. 
This claim grows out of the assumption that single-name paper 
really rests upon numerous “accounts receivable.” The argument 
is that single-name paper is used to make available larger 
amounts of these accounts which are the result of merchandise 
sold and delivered and which liquidate themselves automatically. 
The constant liquidation of the underlying accounts gives the 
superimposed paper the quality of certain fluidity.’ 

Similarly the contention is made that single-name paper is more 
economical. Here the argument is that the modern short-term credit 
methods of trading made possible a great decline in profits and in 
prices during the last twenty years, but that if extension of 
credit were to be made on a longer basis the risk involved would be 
increased and prices would necessarily be higher. 

Practical expediency in getting the new system started is also 
appealed to. It is claimed that the amount of two-name paper 
at present available is not sufficient to supply the projected reserve 
banks with adequate investment for their resources. And in 
answer to the objection that an open discount market would never 
develop under the single-name system because of the unwillingness 
of the foreign banker to take single-name paper, the answer is made 
that if the borrower’s note receives the indorsement of his banker, 
and especially if such note were rediscounted at the federal reserve 
bank, it would unquestionably be acceptable to the foreign banker. 
Thus one enthusiastic advocate exclaims: “Should not the forty 
bill-brokers of the United Kingdom be easier tu educate to a thor- 
oughly good article than the seventeen hundred thousand Ameri- 
can business men who have sought their welfare, and incidentally 
that of the people whom they serve, in the customs which they 
have evolved in the processes of commodity exchange ?”’ 


'E. D. Page, Annalist, March 16, 1914, p. 324. 
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It is further claimed that discrimination against single-name 
paper would hurt the small banks. In support of this it is pointed , 
out that more than three-quarters of the unsecured paper held by 
country banks is single-name; that the retailer or small dealer 
cannot get notes from customers, while he can give notes to the 
wholesaler or manufacturer from whom he buys, and therefore that 
these notes would naturally drift to the commercial and financial 
centers. Hence, to get them the country banker would have to 
buy in the open market or take them from his correspondents. 

The Baltimore Clearing-House Association in its letter to the 
Organization Committee declares in this connection that even the 
bank’s own direct obligation or single-name paper should be ac- 
cepted for rediscount if the small banks are going to benefit by 
the new system. The letter states that banks in small communities 
borrow from their correspondents on their direct obligations secured 
by small and long-time notes, and that they ought to be permitted 
so to borrow from the reserve banks as well. Otherwise it is feared 
that no large number of such banks will join the system.’ 

It is insisted by the single-name-paper advocates that the system 
which they urge and which sow prevails is a “natural evolution,” 
growing out of peculiar American methods of doing business. A 
failure to make such paper eligible for rediscount purposes at the 
federal reserve banks would, they aver, involve an arbitrary 
readjustment of habits and usages on a purely artificial basis. 

Not content with defending their system, the advocates of 
single-name paper fire a broadside at two-name paper. The criti- 
cisms which they hurl are various. Some of these criticisms reflect 
on the character of two-name paper. It is held, for example, that 
the two-name paper now available is not of the best quality because 
firms of the highest standing will not give notes in settlement of 
accounts, but prefer by the use of their own credit to get the benefit 
of cash discounts. It is also averred that two-name paper would 
make possible an exchange of accommodation paper between two 
individuals.? Finally, one critic contends that two-name paper 


* Journal of Commerce, February 17, 1914, p. 4. 
?E. Naumberg, Annalist, March 23, 1914, p. 369. 
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may lead to overexpansion.' The argument here is interesting. It 
is that when a buyer of goods borrows on his own name, the bank’s 
interest is solely that of a money-lender. The bank is therefore 
well informed. But if the seller is paid with notes his main interest 
is in the profit on the sale, and not knowing the buyer so well as 
the bank knows him, he (the seller) is bound to extend credit 
unwisely. 

In another class the criticisms deal in general with the inex- 
pediency or impracticability of a return to a two-name system. 
Thus Chairman Nash of the Corn Exchange Bank of New York 
and some other bankers hold that any attempt “‘to engraft on the 
present system’’ new systems, however good in other environments, 
is bound to result in failure. It is also claimed that it would be 
difficult to get two-name paper in amounts practieal for use in 
banks, and that seasonal borrowers could not well depend upon it.? 

Numerous examples are also cited tending to show the hopeless 
impracticability of obtaining notes in various lines of trade. It 
is said that in the machine trade, for example, if notes were 
demanded difficulties would arise in cases where machines were 
returned after trial. In the shoe trade wholesalers deal mostly 
with small retailers, largely foreigners unfamiliar with banking 
processes, and such retailers have to be carried on open account. 
Again, it is alleged that in many businesses where the accounts 
are small, notes could not be obtained; but even if they were obtain- 
able the additional bookkeeping for the banks would be enormous. 
Lastly, testimony is adduced to the effect that municipalities and 
railroads are notorious for their slow payments and that they will 
not give notes. It is suggested, too, that railroads might even 
have to receive permission from public service commissions before 
issuing any notes. Under a system of two-name paper, sellers to 
cities, counties, railroads, etc., would, it is asserted, be therefore 
at a disadvantage. 

A third class of criticisms against two-name paper concern the 


tA. E. Adams, Journal of Commerce, March 18, 1914. 
? Journal of Commerce, March 12, 1914, p. 1. 
3 Ibid. 
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characteristics of a credit system based on two-name paper. Thus 
it is maintained that under a system of two-name paper manu- 
facturers and jobbers would have to extend the credit rather than 
the banks. Banks now lend to the intermediate wholesaler or to 
the retailer on single-name paper. These dealers then pay cash for 
the goods they buy, taking advantage of the cash discounts. The 
manufacturers and jobbers having the money in hand are out of 
the transaction. If they received notes, however, they would have 
through their indorsements to carry a contingent liability until 
the notes matured.t Moreover, the big merchants also claim that 
under a system of two-name paper banks are virtually made pre- 
ferred creditors. The argument is that a business man’s accounts 
receivable are his most liquid assets. When he discounts his own 
note the accounts receivable are then relatively large and equally 
available to all creditors. But if his accounts receivable are for 
the most part replaced by notes of customers, which notes are then 
discounted at the bank, the bank gets the ownership of the most 
liquid assets while the other creditors, who perhaps supplied the 
very goods the sale of which gave rise to the notes, are left to 
depend on the remaining, less liquid, general assets. q 

Lastly, in this class of criticisms of two-name paper may be 
mentioned the charge that the large and rich dealer will be favored 
at the expense of the man who is “‘short of cash but long of char- 
acter and ability.” Professor Sprague of Harvard supports this 
criticism. The theory is that single-name paper grows purely out 
of personal credit. The local banker knows his neighbors better 
than do the big sellers in the distant cities. The banker will there- 
fore lend as necessary to his clients, but the big sellers, while 
willing to extend credit for short terms, would hesitate to accept 
a four or a six months’ note, even though such paper might be 
rediscounted at the federal reserve bank.‘ 


1E. D. Page, loc. cit. 

2 Ibid., p. 325. 

3In “Report of Proceedings of Western Economic Association,’ Commercial and 
Financial Chronicle, March 21, 1914, p. 883. 

4E. D. Page, loc. cit. 
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CONCLUSION 


What now may be concluded from the arguments as presented 
by both sides? From the point of view of safety the advocates 
of two-name paper would seem to have the better case. While 
fraud is, of course, possible with two-name paper, it seems to be 
more possible with single-name. The New York Clearing-House 
was the only large organization that advocated pressure against 
single-name paper for purposes of rediscount at the reserve banks, 
yet it is noteworthy that for some years past the subject of better 
controlling the issue and sale of such paper has been discussed in 
banking journals, at bankers’ conventions, etc. Nobody has 
more seriously impugned the character of single-name paper than 
the bankers themselves.‘ The fact that the available two-name 
paper is not of the best quality finds its explanation in prevailing 
custom. A change in custom would bring about a change in the 
character of the paper. 

From the viewpoint of elasticity, also, the two-name advocates ' 
seem to present the more convincing arguments. The claim that 
single-name paper is based on a broad foundation of automatically 
liquidating accounts receivable overlooks the fact that two-name 
paper is itself an embodiment of a specific account receivable. 
Similarly, though there is a certain plausibility in the claim that 
under a system of giving notes the seller will extend credit farther 
than he would were he carrying the buyer on open account, yet 
in the last analysis it makes no difference to the solvency of either 
buyer or seller whether credit is extended on open account or 
through a promissory note or the acceptance. On the other hand, 
there is abundant testimony that borrowing on single-name paper 
is often excessive because of the ease of meeting maturing obliga- 
tions with the proceeds of new loans. 

Two-name paper seems also to be the more economical. The 
advocate of the single-name system rests his case on the assump- 
tion that the adoption of two-name paper would involve a lengthen- 
ing of the credit term and therefore a consequent increase of risk 
and of price. The validity of the assumption may be questioned, 
but even admitting the assumption, there arises the question 


* See Stuyvesant Fish, for example, in the Investor, April 12, 1913. 
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whether on the average the diffusion of the risk made possible by 
two-name paper would not more than offset any intensification of 
that element in the risk which depends merely on the length of the " 
credit term. In the same way with respect to bookkeeping 
involved, to formal acknowledgment of amounts due, to discount 
rates, and to ultimate prices charged, the advantage seems to rest 
on the two-name side. 

In connection with the establishment of an open discount 
market the advantage is clearly on the two-name side. The asser- 
tion that it would be easier to educate forty English bill-brokers 
to appreciate the virtue of single-name paper than it would to 
change the habits of thousands of American business men has the 
proper ring. It must be observed, however, that it takes more than 
a banker’s acceptance to make any bill internationally available. 
European bankers will take only the bills that they are familiar 
with and even then they discriminate carefully. There are only 
a few of the larger banks in the European markets whose accept- 
ances provide a ready market for bills.’ Similarly, just a word or 
two suffices to close the London market to American finance bills.” 

Concerning the several points raised under the head of practical 
expediency, something may be said for both sides. In looking at 
the effect on the smaller banks, the single-name advocates empha- 
size the paper directly discounted at the bank while the two-name 
advocates have in mind the paper sold through brokers. From 
their respective points of view both are probably right. 

The claim made by the Baltimore Clearing-House that much 
of the paper of the small banks runs longer than ninety days can 
be met by the statement that if all such paper were six months’ 
paper, at any given time fully one-half would normally mature 
within ninety days and would, therefore, be available for redis- 
counting. 

There is also the ubiquitous question of the extent to which 
habits can be changed. No complete change of habits would be 
necessary in any case. Limiting the rediscount privileges of single- 
name paper does not necessarily involve a serious limitation of the 

* Baron von Mellenthin, Journal of the American Bankers Association, April, 1914, 
P. 703. 

? Hartley Withers, Money Changing, p. 125. 
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privilege of original discount. The limitation would apply only 
to that proportion of its portfolio which a bank expected to redis- 
count. The possibility of a transformation of credit methods js 
largely a question of the inducements that may be offered for it. 
If these are large enough the change of habits will involve only a 
question of time. The same may be said in answer to the conten- 
tion that the reserve banks would not have adequate employment 
for their funds if single-name paper were excluded. 

With respect to the character of a credit system based upon 
two-name paper, it does not necessarily follow that it would, in 
view of the present situation, be unnatural and artificial. It has 
been suggested that the single-name system was a natural out- 
growth of our faulty banking system and that a change in the bank- 
ing system would just as naturally permit the establishment of a 
new credit system." The charge that under a two-name system 
manufacturers and merchants rather than banks will lend the 
credit is also not sound. The bank advances the credit in any 
case, and the only question is whether the credit shall be advanced 
directly to the retailer or intermediate wholesaler by one bank or 
indirectly through the manufacturer or jobber by another bank. 
It may also be denied that under a two-name system personal 
credit will be submerged, because, as was pointed out above, the 
privilege involved is that of rediscount and not that of original 
discount. Lastly, the complaint that under a two-name system 
banks will be made virtually preferred creditors is mitigated by the 
fact that owing to the peculiar nature of their services banks ought 
to be in a strong position as creditors. In Canada the law spe- 
cifically recognizes this.” 

But irrespective of the opposing contentions, the points of 
importance that the Reserve Board must bear in mind have to do 
with the security and with the character of the paper made avail- 
able for rediscount. No question has been raised in either con- 
nection concerning two-name paper. To safeguard the original 
issue of single-name paper, registration, indorsement by the selling 


* Journal of Commerce, March 3, 1914, p. 4. 
2 See J. F. Johnson, ‘“‘ The Canadian Banking System,” p. 41, Report of the National 
Monetary Commission. 
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broker, and insurance have all been suggested. Registration has 
already been tried. But from the point of view of the Federal . 
Reserve Act, concern about the security of paper purchased need 
be felt only when the paper is obtained in the open market. Paper 
offered for rediscount bears a member-bank’s indorsement and that 
is presumably a sufficient guaranty of security. The question that 
remains, then, involves the purpose to which the proceeds of the 
paper are applied, because the law permits the acceptance only of 
paper growing out of commercial transactions and of that based on 
commodities. If single-name paper is made acceptable, how shall 
responsibility for the proper use of the funds obtained be enforced ? 

The New York Clearing-House Association stated in its letter 
that, while a member bank must necessarily assume a contingent 
liability for the payment at maturity of paper that it has redis- 
counted, it would be too much to expect such bank to be responsible 
also for the use to be made of the funds. It suggested, therefore, 
two definitions of commercial paper, one referring to two-name and 
one to single-name paper. These definitions provide for repre- 
sentations on the part of the maker and in some cases on the part 
of the payee, setting forth the purpose to which the proceeds are to 
be applied. Penalties would of course have to be provided for 
false statements." 

The Philadelphia Clearing-House in its letter advocated the 
registration of single-name paper by the federal reserve banks 
themselves and recommended also that when paper is registered 
it be accompanied by an affidavit that it is to be used for purposes 
specified in the Federal Reserve Act. This has been criticised, 
however, as giving the reserve banks too much power, because the 
suggestion involves the right on the part of the reserve bank to 
refuse registration to any firm whenever the bank sees fit.? 

* Anticipating the objection that borrowers mingle their funds, the letter suggests: 
(1) that the provision for penalties may be directed toward intent at the time of 
issuance of the paper; (2) the purpose of the law requires that actual commodities 
be behind the paper, and therefore borrowers should limit their use of paper of this 
character to the purposes set forth and should make a division of their funds and 


accounts accordingly, because (3) they can borrow for other legitimate purposes with- 
out making the representations required. 


?Fred Kent, Wall Street Journal, March 14, 1914. 
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The Baltimore Clearing-House, again, advocates the require- 
ment of a certificate setting forth both the intention and the agree- 
ment of the drawer of single-name paper to use it for purposes 
permitted by the law. Such certification could not be included in 
the body of the instrument, it is believed, because the character 
of the instrument as negotiable paper might be destroyed thereby. 

Other suggestions of similar import have doubtless been made, 
but enough has been said in this connection to indicate that while 
there are differences in detail between them, all are based on the 
notion that some means for establishing the valid character of 
single-name paper offered for rediscount to federal reserve banks, 
should the acceptance of that paper be authorized, must be dis- 
covered. 

But beyond the discovery of a means of testing the character 
of single-name paper no further action would seem to be essential, 
and single-name paper might safely be made freely acceptable for 
rediscount purposes. The New York Clearing-House in its letter 
advocated that pressure in the shape of a higher discount rate on 
single- than on double-name paper be brought to bear on the busi- 
ness world to stimulate a change in habits from single-name to 
double-name. That would hardly seem to be necessary, so far as 
the Reserve Board is concerned, because the market itself would 
soon determine to a nicety the relative value of the two kinds of 
paper, and as time went on the better would drive out the poorer. 

An immediate exclusion of single-name paper from the redis- 
count privilege would, of course, strengthen the demand of the 
federal reserve as well as of the member banks for two-name paper, 
and its value would go up accordingly. And just here is probably 
the crux of the difficulty. Merchants who find single-name paper 
more convenient and less exacting than two-name may know that 
inability on the part of the member bank to rediscount single- 
name paper at the reserve bank does not necessarily involve inabil- 
ity for merchants themselves to discount such paper in the first 
instance, but they may have to pay a higher rate on the paper not 
eligible for rediscount, and it is to the higher rate that they object. 
The interior banker, on the other hand, sees no need for a change. 
He is constitutionally conservative anyway. The kind of two- 
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name paper that he is acquainted with offers no especially superior 
advantage so far as he can see; then why try to force its adoption ? 
The New York banker, largely responsible for the handling of the 
reserves, has been impressed with the importance of an instrument 
acceptable to the foreign banker as a means of protecting the 
reserves. Hence his advocacy of the two-name system. Thus 
to the several advocates it is largely a matter of individual interest 
and outlook. Few consider the situation as a whole. 

But, it may be asked, suppose that a liberal interpretation 
were given to the term ‘commercial transactions,” would that 
necessarily imply an equality of rate for all rediscountable paper ? 
Decidedly not. A permissive definition is not mandatory. The 
reserve banks may be given permission to rediscount single-name 
paper with or without guaranties as to the purpose of such paper, 
but that by no means implies that they will rediscount all such 
paper offered to them, or that for the sake of the international 
discount market they will not give a preferential rate to the paper 
acceptable to the foreigner. Indeed, it may with some confidence 
be asserted that, however the Reserve Board defines commercial 
paper, the necessities of the reserve banks in their world-market 
dealings will compel them to put emphasis on the paper that is 
internationally acceptable. While, therefore, a change in bank 
discounts may have a profound influence upon American business 
habits, it is doubtful whether the whole debate about commercial 
paper, or any definition that will in the end be made authoritative 
because of it, will have any controlling influence over the trend of 
development of these discounts themselves. 


EUGENE E. AGGER 
CoLuMBIA UNIVERSITY 





NOTES 


WASHINGTON NOTES 


CHOOSING RESERVE BANK DIRECTORS 


The first actual steps toward the definite organization of the new 
reserve banks have been taken by the reserve bank organization com- 
mittee in the issuance of letters to the several member institutions under 
date of June 2 and 3. In these letters are set forth the conditions under 
which the voting of the banks for “district reserve electors” is to be 
carried on. This is a matter that was not fully set forth in the Federal 
Reserve Act, and the rulings, with the precedents that they create, are 
therefore of unusual interest as equivalent to an addition to the act. 
Besides assuring the banks that they shall be protected in the exercise 
of a secret ballot, the official statement issued by the reserve bank 
committee provides that: 


That part of Section 4 of the Federal Reserve Act which relates to the 
election of directors of Federal reserve banks provides that each member 
bank shall elect by ballot a district reserve elector and shall be permitted to 
nominate one candidate for a Class A and one candidate for a Class B director. 
In compliance with these provisions you are requested at a regularly called 
meeting of your Board of Directors to elect by ballot your district reserve 
elector, and to certify his name and signature to the Committee on the form 
inclosed herein for that purpose. The sole duty of the district reserve elector 
will be to vote, on behalf of your bank, for one Class A and one Class B director 
of the Federal reserve bank of your district. Any officer or director of your 
bank or any other person may be elected by your board to serve in this capacity 
as Elector. At the same meeting of your board at which you select the elector, 
you are also requested to nominate a candidate for Class A and a candidate 
for Class B director, if you desire to exercise this privilege which is conferred 
by Section 4 of the Act aforesaid. Class A candidates should be representative 
of the stockholding banks of your district and may be officers, directors, 
stockholders or employees of such banks. Class B candidates must be engaged 
in agriculture, commerce or some other industrial pursuit in your district, 
and must not be officers, directors or employees of any member bank. The 
statute contemplates that the nominees to be voted on by the electors shall 
represent the voluntary choices of the member banks, and it is of course 
unnecessary to emphasize the importance of placing in nomination candidates 
who will properly represent the interests of the banks electing them. Any 
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eligible candidate in your district may be placed in nomination, but only those 
nominated by banks in your particular group can be voted on by your district 
reserve elector. Each group will elect independently one Class A and one 
Class B director. When your bank has by appropriate action of your board 
of directors selected its candidates you are requested to certify their names 
promptly to the organization committee on the forms inclosed herewith for 
that purpose. When nominations have been received by the organization 
committee, ballots will be prepared showing all nominees of each group, and 
these will be immediately mailed to the electors of each group so that a vote 
may be taken as soon as possible. All nominations should be returned to the 
Committee within ten days after receipt of enclosed forms so that elections 
may be proceeded with. Failure to send in nominations will be construed 
as indicating that your bank does not desire to nominate candidates. When 
the ballots are received by the electors, each elector will indicate on the respec- 
tive ballots his first, second and third choices for Class A, and first, second 
and third choices for Class B director. When this has been done, each ballot 
must be returned in a sealed envelope to the organization committee, and in 
order that the spirit of the Act may be fully complied with and that the voting 
may be free from any improper influence, it is not the purpose of the committee 
to make public the individual vote of any elector, but only the result as required¢ 
by the statute. 


Subject to these instructions, the banks have chosen and indicated 


to the reserve bank organization committee properly designated electors. 
The next step—that of transmitting to each elector a complete list of 
nominations accompanied by ballot for voting on the proposed names— 
will obviously require some time, and, pending the development of 
official action in the regular course of things, the banks have in practically 
every district held the equivalent of a nominating convention for the 
purpose of designating candidates for the directoral places. In some 
districts conflicting conventions of this kind have been held, with the 
the result that two or more “tickets” have been placed in the field. In 
the main, however, there has been a very substantial degree of harmony 
of action regarding the whole question. A tabulation of the recognized 
candidates now in the field in the several districts gives the following 
results: 


RECOGNIZED CANDIDATES FOR RESERVE BANK DIRECTORATES 


First District—Boston 


Class A GROUP I Class B 


F. W. Apams, cashier Merchants’ H. J. Brown, Portland, Me. 
National Bank, Bangor, Me. W. Murray Crane, Dalton, Mass. 
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Class A Class B 
ALFRED L. AIKEN, president Wor- CHARLES A. MorskE, treasurer Simplex 
cester National Bank, Worcester, Wire and Cable Co., Boston. 
Mass. 
Tuomas P. BEAL, president Second 
National Bank, Boston. 
GROUP II 
Wriuram A. Gaston, president Na- EE. A. Morse, Proctor, Vt. 
tional Shawmut Bank, Boston. J. M. PRENDERGAST, Boston. 
H. H. Bowman, president Springfield HENRY B. Sarcent, New Haven, 
National Bank, Springfield, Mass. Conn. 
M. F. Dootey, president National 
Exchange Bank, Providence, R.I. 


GROUP II 


A. M. Hearp, president Amoskeag  E. O. Situ, Storrs, Conn. 

National Bank, Manchester, N.H. CHARLES G. WASHBURN, Worcester, 
E. C. Jounson, president National Mass. 

Exchange Bank, Hartford, Conn. Raps C. WatrRovs, Providence, R.I. 
C. G. SANForD, president First Na- 

tional Bank, Bridgeport, Conn. 


Seconp District—NEw York 
GROUP I 
WILL1AM Woopwarb, president Han- Henry R. Towne, president Yale & 
over National Bank, New York Towne Mfg. Co., New York City. 
City. E. H. OvuTERBRIDGE, of Harvey & 
Outerbridge, New York City. 


GROUP II 
Rosert H. TREMAN, president Tomp- F. F. Prasopy, president Cluett, 
kins County National Bank, Peabody & Co., Troy, N.Y. 
Ithaca, N.Y. W. BrewsTERr, president Brewster & 
J. C. Leccett, president Cuba Na- Co., carriage manufacturers, Long 
tional Bank, Cuba, N.Y. Island City, N.Y. 
W. B. TxHompson, manufacturer, 
broker, and mine owner, Yonkers, 
N.Y. 


GROUP III 
F. D. Locke, vice-president Manu- Wutu1aM G. Vary, president of the 
facturers & Traders National Bank, State Grange, Watertown, N.Y. 
Buffalo, N.Y. LEsuiE R. PALMER, ex-president First 
D. D. Wooparp, president Gran- National Bank of Croton-on-Hud- 
ville National Bank, Granville, son, N.Y., but now engaged in 
N.Y. business. 
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Turrp District—PHILADELPHIA 


Class A 

CHARLES J. RHOADS, vice-president 

Girard Trust Company, Phila- 
delphia, Pa. 


GROUP I 


Class B 


A. B. Jounson, president Baldwin | 
Locomotive Works, Philadelphia. 


GROUP II 


D. Barry, cashier First National 
Bank, Johnstown, Pa. 

W. H. Peck, president Third National 
Bank, Scranton, Pa. 

JoserpH WAYNE, JR., vice-president 
Girard National Bank, Phila- 
delphia, Pa. 


WILLIAM G. Coxe, president Harlan 
& Hollingsworth, corporation, Wil- 
mington, Del. 

C. Epw. Murray, president Empire 
Rubber Co., Trenton, N.J. 

Epwin S. Stuart, of Leary, Stuart 
& Co. (booksellers), Philadelphia. 


GROUP II 


JosepH Moore, Jp., 
National Bank of Northern Lib- 
erties, Philadelphia, Pa. 

H. G. Parker, president National 
Bank of New Jersey, New Bruns- 
wick, N.J. 

GeorGE H. Stewart, president Val- 
ley National Bank, Chambersburg, 
Pa. 

M. J. Murpuy, cashier Traders 
National Bank, Scranton, Pa. 


president» 


Fourtu District—CLEVELAND 


GROUP I 


Tuomas H. WItson, vice-president 
First National Bank, Cleveland, 
Ohio. 

Cuartes <A. _ PAINE, president 
National City Bank, Cleveland, 
Ohio. 

Ropert W. Warprop, president 
Peoples National Bank, Pitts- 
burgh, Pa. 

Witu1am S. Rowe, president First 
National Bank, Cincinnati, Ohio. 


Harry Cou sy, president Pittsburgh 
Steamship Co., Cleveland, Ohio. 
Henry M. GarLiIck, president Stand- 
ard Oil Co., Youngstown, Ohio. 
Tuomas A. Comps, building con- 

tractor, Lexington, Ky. 
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Class A GROUP II Class B 
W. A. Granam, cashier Citizens’ E.L. McC am, farmer and capitalist, 
National Bank, Sidney, Ohio. Greenfield, Ohio. 
C. H. BAGLEy, gas engine manu- 
facturer, Covey, Pa. 
GROUP III 


Stacy B. RANKIN, private banker, A. B. PATRICK, business man, Say- 
South Charleston, Ohio. lersville, Ky. 


FirtH District—RICHMOND 
GROUP I 
WaLpo Newcomer, president Na- GerorGE Seay, business manager, 
tional Exchange Bank, Baltimore. Richmond, Va. 
GROUP II 


CotoneLt J. F. Bruton, president D. R. CoKer, merchant and farmer, 
First National Bank, Wilson, N.C. Harrisville, N.C. 


GROUP III 


EpwIN MANN, president First Na- J. F. Oyster, wholesale produce 
tional Bank, Bluefield, W.Va. dealer, Washington, D.C. 


SrxtH DistRICT—ATLANTA 
GROUP I 
Wuiterorp Cote, director Fourth E. P. KenpaALt, president Florida 
National Bank, Nashville, Tenn. Cotton Oil Co., Jacksonville, Fla. 
L. P. HILtyer, vice-president Ameri- MARTIN AMOROUS, capitalist, Atlan- 
can National Bank, Macon, Ga. ta, Ga. 


GROUP II 


E. W. Lane, president Atlantic 
National Bank, Jacksonville, Fla. 

F. W. Foote, vice-president First 
National Bank of Commerce, Hat- 
tiesburg, Miss. 

McLain Triton, president First 
National Bank, Pell City, Ala. 


SEVENTH DiIsTRICT—CHICAGO 
GROUP I 
GrorceE M. Reynotps, president R. D. Crarxke, of Clarke Bros., 
Continental & Commercial Na- whiskey warehousemen, Peoria, Ill. 


tional Bank, Chicago, Ill. J. V. FaRweELt, dry goods merchant, 
Chicago, Ill. 
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Class A GROUP II Class B 
James B. Forcan, president First JouNn B. Forp, president Michigan 
National Bank, Chicago, IIl. Alkali Co., Detroit, Mich. 
M. B. Hutcuinson, Ottumwa, Iowa. 
GROUP III 


E. L. Jonson, president First WILLIAM BUTTERWORTH, president 
National Bank, Waverly, Iowa. Deere & Co., plow and implement 

J. D. Rovunps, president Citizens’ manufacturers, Moline, Ill. 
National Bank, Des Moines, Iowa. 


E1cutH District—St. Lovis 
GROUP I 
WALKER Hitt, president Mechanics- Murray CARLETON, of the Carleton- 
American National Bank, St. Louis, Ferguson Dry Goods Co., St. Louis, 
Mo. Mo. 
GROUP II 
F. O. Watts, president Third Na- W. B. PLUNKETT, grocer, Little 
tional Bank, St. Louis, Mo. Rock, Ark. 


GROUP III 


Oscar FENty, president National Ex-SeNATOR LeRoy Percy, agri- 
Bank of Kentucky, Louisville. culturist, Greenwood, Miss. 


NintH DIstrRicT—MINNEAPOLIS 


GROUP I ‘ 

E. W. Decker, president North- fF. R. BIGELow, president St. Paul 

western National Bank, Minne- Fire & Marine Ins. Co., St. Paul, 
apolis, Minn. Minn. 
GROUP II é 

CGovERNOR L. B. Hanna, president FF. P. Hrxon, director in Security 

First National Bank, Page, N.D. National Bank, Minneapolis; resi- 

dence La Crosse, Wis. 


GROUP III 


A. C. Bassett, vice-president Na- N orMAN B. Horter, Helena, Mont. 
tional Bank of Webster, S.D. 


TentH DistricT—Kansas CITY 
GROUP I 


Gorpon Jones, president United - M. L. McCuure, president Kansas 
States National Bank, Denver, City Live Stock Exchange, Kansas 
Colo. City, Mo. 
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Class A GROUP II Class B 
W. J. Battey, vice-president Ex- THomas C. Byrne, — merchant 
change National Bank, Atchison, Omaha, Neb. . 
Kan. 
GROUP III 
C. E. Burnuam, president Norfolk L.A. Witson, farmer, Elreno, Okla. 
National Bank, Norfolk, Neb. 


ELEVENTH DiIstrRICT—DALLAS 
GROUP I 
E. K. Sirs, vice-president Com- FRANK KELL, capitalist, Wichita 
mercial National Bank, Shreveport, Falls, Tex. 
La. 
GROUP II 
Oscark WELLS, vice-president First MARION SANSON, cattleman, Fort 
National Bank, Houston, Tex. Worth, Tex. 
GROUP III 


B. A. McKryney, cashier First J. J. CULBERTSON, cottonseed broker, 
National Bank, Durant, Okla. Paris, Tex. 


. 


TweELrrH District—SAN FRANCISCO 


GROUP I 
C. K. McIntosu, vice-president Bank A. B. C. DowrMann, of the Dohr- 
of California, National Association, mann Commercial Co., San Fran- 
San Francisco, Cal. cisco, Cal. 
GROUP II 


James K. Lyncu, vice-president First J. A. McGrecor, president Union 
National Bank, San Francisco, Cal. Iron Works, San Francisco. 


GROUP III 


ALDEN ANDERSON, president Capital Eimer H. Cox, of the Madera Flume 
National Bank, Sacramento, Cal. & Trading Co., Madera, Cal. 


This tabulation shows that in the large majority of instances the 
candidates selected to represent not only the larger and medium-sized 
banks but also the smaller institutions have been chosen from among 
officers or directors of the larger banks and from among business con- 
cerns of the higher capitalization. In other words, the working of the 
Federal Reserve Act has not thus far resulted in the nomination of men 
identified with the several groups of banks which they are to represent 
n the directorates of the reserve institutions. Whether this tentative 
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outcome (which seems to be practically certain to be made effective 
through the actual election of directors of the kinds already referred to) 
is due to general recognition on the part of bankers that the representa- 
tives of the smaller institutions are not well fitted for these appointments 
or whether it is due to the exertion of some “undue influence” by the 
banks of the larger groups cannot be positively asserted. The fact 
itself is, however, decidedly noteworthy. 


THE RECURRING CENSUS PROBLEM 


The condition of the United States Census Bureau is again alarming 
scientific students of statistics, and is proving the occasion of many 
recommendations to the federal administration with reference to the 
most available methods for use in restoring the bureau to a basis of 
efficiency. Subsequent to the virtual removal of the head of the bureau 
at the opening of the Wilson administration, there was a return to the 
old idea of placing in charge of the organization a man without statistical 
knowledge or experience. Director Harris who took charge at the 
request of the President has lately resigned after less than a year of 
actual service, and the problem of selecting a new director is again under 
consideration, the issue of a scientific as against a political head being 
thus renewed. During the administration of Mr. Harris, the bureau has 
continued to sink in prestige and has now been reduced to the general 
level of other bureaus in the Department of Commerce, its head being 
practically stripped of authority and possessing little or no influence with 
Congress. Hardly any funds have been in his hands for direct use in 
statistical investigation subject to his own plans and ideas, the bureau 
thus becoming entirely routine in its work. Partly in consequence of these 
restrictions, it has lost a number of its most capable statistical experts and 
is probably in the weakest condition that has characterized it since it 
was placed upon a permanent basis. Reforms were introduced into the 
management upon the recommendation of a commission of census experts 
which inquired into the condition of affairs in November, 1913, but these 
reforms could not attain their object unless the process of reorganization 
and improvement were continued. It is now more than ever apparent 
that the publication of the results of the census of 1910 is practically out 
of the question, and the lapse of more than a year since the removal of 
the director under whose supervision they were gathered has greatly 
lessened their value, even as compared with the value they then pos- 
sessed, except from the mere standpoint of statistical continuity with 
former censuses. 
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The phases of the census question which are now most seriously con- 
sidered are as follows: 

a) The question whether to make the census bureau once more a 
temporary organization which shall come into existence every ten years 
for the purpose of carrying through the census of that period, or whether 
to retain it upon a permanent basis. 

b) The question whether to continue the bureau under the charge of 
the Department of Commerce (assuming that the idea of permanence be 
accepted) or to establish it upon an independent basis as the main 
statistical office of the nation. 

c) The question whether to give to the bureau general appropriations 
to be used by the head of the organization in carrying on statistical work 
planned by himself through the agency of experts to be selected by him 
on the basis of known competency, or to keep it upon a footing of routine 
duty with appropriations strictly limited by law and confined to the 
payment of clerical salaries. 

d) The question whether to appoint a scientifically trained statisti- 
cian as the head of the census or to continue the plan of placing in charge 
a man of “executive” (political) ability. 

It will be seen from what has been said that the present position of 
the census is regarded as exceedingly precarious and unsatisfactory. 
That is in fact the case. Representatives of various scientific bodies 
interested in improving American statistics have recently been in con- 
sultation here with reference to the situation. It is understood that 
formal representations will be made to the President in the near future 
with a view to inducing him to consider the census issue with greater 
seriousness, to the end that the wretched conditions existing in the 
bureau today may be improved or terminated. That such a step should 
be taken is the prevailing opinion among those who are most interested 
in obtaining better statistical work. Any permanent and far-reaching 
rectification is of course dependent upon legislative action, inasmuch as 
the existing census act establishes conditions of operation which are 
largely responsible for the present state of affairs. In order to get such 
legislation the President would have to apply his personal influence to the 
task, owing to the disfavor into which the bureau has fallen. There 
seems to be little sentiment in favor of the old conditions under which 
the census was a mere political machine, insubordinate to discipline and 
constantly intriguing with Congress for the purpose of enhancing its 
own importance, but the opinion is also clearly recognized that develop- 
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ments of the past year have carried the bureau rather too far in the 
opposite direction. 


REGULATING WATER CARRIERS 


As a result of the lengthy investigation into shipping conditions 
carried on during the past year and a half, and already fully reviewed in 
these pages, Chairman J. W. Alexander of the House Committee on 
Merchant Marine and Fisheries has just introduced in the House of 
Representatives a bill (confidential print, June 12, 1914), embodying 
some of the results of the committee’s report on the shipping situation. 
If the bill proposed by Mr. Alexander should become law, it will, in many 
respects, rival the Interstate Commerce act in importance, since it will 
subject carriers by water to somewhat the same kind of restrictions and 
oversight that are provided by the Interstate Commerce law. Mr. 
Alexander, in recommending the measure, calls attention to the fact that 
“it is the almost universal practice for steamship lines, both in the 
foreign and domestic trade, to operate under written agreements, con- 
ference arrangements, or gentlemen’s understandings, which have for 
their purpose the control of competition between conference lines or 
between them and non-conference lines,” and he goes on to describe the 
purpose of his bill as being “to preserve to shippers, through effective 
government control, the advantages which can be secured only by per- 
mitting the several carriers in any given trade to co-operate through 
some form of rate and traffic arrangements and at the same time prevent 
the abuses” which were found to exist. The bill provides that all 
deferred rebate arrangements, whether in export, import, or interstate 
trade, shall be illegal, and requires that full copies of all agreements, 
understandings, and conference arrangements, as well as all subsequent 
modifications and cancelations thereof, must be filed for approval with 
the Interstate Commerce Commission. When these documents have 
been filed, the Commission is required to approve or disapprove them, 
and has authority to order any agreement canceled or modified. Agree- 
ments which have been approved by the Commission are exempted from 
the penalties of anti-trust laws. The Commission is further given com- 
plete authority to supervise all traffic or rate associations to which any 
common carrier by water may be a party either directly or indirectly. 
Discrimination of all kinds, such as rebating, the granting of unfair 
preferences, discrimination, false billing, false classification, and the like, 
is made unlawful. The so-called “fighting ships,’ which have been kept 
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in commission by various lines for the purpose of using them to drive out 
of business any vessel that may be placed upon a given run by a non- 
conference line, are forbidden; foreign and domestic carriers are like- 
wise prohibited from refusing or threatening to refuse accommodations 
when these are available, as well as from inducing or influencing any 
marine insurance company or underwriter to discriminate against a com- 
peting carrier. The Commission is given authority to prescribe just and 
reasonable rates and charges in the interstate trade by water whenever 
it is of opinion that any rates charged by a carrier are too high, and it is 
also empowered to determine reasonable maximum rates as well as to 
investigate complaints of every kind originating with shippers by water. 
One of the features of the bill that w‘ll probably attract most attention 
is the section intended to apply to international trade in which it is 
specified that “the Interstate Commerce Commission is . . . . empow- 
ered to order canceled or modified . . . . any agreement, understanding, 
conference or arrangement, or any part thereof, that it may find dis- 
criminating or unfair as between carriers, shippers, exporters, importers, 
or ports, or between exporters from the United States and their foreign 
competitors, or that it may find to operate to the detriment of the com- 
merce of the United States, or that may be in violation of this act.” In 
order to enforce the inclusive and drastic provisions of the law the Com- 
mission is authorized (in the event that its findings are upheld by a court 
of competent jurisdiction), to enforce the penalty to which the carrier is 
subject under the act, by preventing the vessels belonging to such carrier 
from clearing from any port of the United States. A penalty of $25,000 
is imposed upon any vessel that may clear from such port in contraven- 
tion of the law and that may thereby violate the provisions of a judgment 
or decree rendered in accordance with the terms of the enactment. 

The Alexander bill will not be passed at the current session of Con- 
gress, but will undoubtedly afford the basis for another sharp campaign 
for the regulation and control of industry after the anti-trust bills have 
been placed on the statute books. This contest will occupy practically 
the whole of the coming winter, and if successful will extend the powers 
now exercised by the government over land carriers to water carriers as 
well, whether in domestic or foreign trade. 


THE SHREVEPORT RATE DECISION 
‘ 


In handing down a decision in the so-called Shreveport rate case 
(June 8, 1914), the Supreme Court of the United States has settled a 
long-standing controversy that is cf very great importance to the 
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shipping world and has determined certain fundamental points which 
were left obscure by the decision in the Minnesota rate case. The point 
where obscurity chiefly existed was found in the relation between the 
rate-making powers of the states and the federal government in those 
instances where a conflict existed owing to the lack of harmony between 
the decisions of a state rate-making commission and those of the Inter- 
state Commerce Commission. The Shreveport rate case came to the 
Supreme Court from the Commerce Court, which had decided the case 
on April 25, 1913, and had originally received it through an appeal by 
the Texas & Pacific Railway Co. from an order of the Interstate Com- 
merce Commission requiring that road to maintain its interstate rates 
between Shreveport, Louisiana, and Dallas, Texas, and intermediate 
points, notwithstanding that it had been ordered by the railroad com- 
mission of Texas to make lower rates within the latter state. Interstate 
rates from Shreveport to Dallas are much higher in proportion than the 
state rates from Dallas to the intermediate points in the state of Texas, 
the effect being to prevent Texas firms from artificially extending their 
business outside of the state. The Commerce Court held that the com- 
modity rates within the state of Texas which had been prescribed by the 
Texas commission were unreasonably low, that the Texas commission had 
imposed upon the railway lower rates than it should rightfully receive, 
and that it was therefore within the power of the Interstate Commerce 
Commission to make an order requiring the Texas & Pacific Railway 
to ignore the intrastate rates fixed by the Texas commission. This 
position is now upheld by the Supreme Court of the United States 
through Justice Hughes, who delivered the unanimous opinfon of the 
tribunal. The verdict amounts to saying that the right of a state to 
control the movement of its internal commerce and the instrumentalities 
employed in such movement are not unlimited. Justice Hughes remarks 
with reference to the gravity of the question presented “that this nation 
could not prosper if the instrumentalities of commerce are to be subject 
to a multiplicity of regulations by state and local authorites.” There 
was never any doubt on the part of anyone connected with the Shreve- 
port rate case that Congress had ample power to prevent or remove such 
a discrimination as had been established in favor of shippers from Texas 
and against shippers from Louisiana by the Texas Railroad Commission. 
The point mainly urged was that Congress had not exerted its power to 
the extent necessary to reach this particular kind of discrimination and 
that therefore the Interstate Commerce Commission’s order should be 
set aside because in excess of its authority. Of course, the difficulty 
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with this view is found in the fact that Congress had expressly stated in 
the third section of the Interstate Commerce Act that it should be 
unlawful for any common carrier subject to the provisions of the act to 
make or give any undue or unreasonable preference or advantage to any 
particular person, company, firm, corporation, or locality, or to any 
description of traffic in any respect whatever, or to subject them to any 
undue or unreasonable prejudice or disadvantage. This is the provision 
which was described by Judge Knapp in his opinion on behalf of the 
Commerce Court as constituting so strong an expression that it would 
be difficult to frame a more comprehensive or unqualified declaration. 
Taken in conjunction with the Minnesota rate case, the Shreveport 
decision seems effectually to settle the line of demarkation between the 
powers of the federal government and those of the several states in 
respect to the control of railway rates. The settlement arrived at 
greatly confirms and strengthens the power of the Interstate Commerce 
Commission and makes its rulings at every point superior to those of 
state commissions, save in so far as the latter may apply to purely local 
traffic originating and ending within a given state and by no possibility 
constituting an element in interstate commerce. 


YIELD OF THE INCOME TAX 


The first tolerably complete figures for the yield of the income tax 
for the past fiscal year have been made public by Secretary of the 
Treasury McAdoo. They show that the returns for the fiscal year will 
amount to scarcely more than $31,000,000, or about $23,000,000 less 
than was estimated when the tariff act of 1913 was adopted. In con- 
sidering these figures, it should, however, be borne in mind that they 
relate to a period of only ten months, inasmuch as taxpayers were 
directed to report their income from March 1, 1913, to the end of the 
calendar year. If $31,000,000 represents ten-twelfths of the yield of an 
ordinary year, the normal annual income-tax revénue from individuals 
on the present basis would be approximately $37,200,000. Another 
correction to be applied to the figures grows out of the well-known fact 
that the first year of every income tax is a period of subnormal yield, 
owing to evasions and honest misunderstandings concerning the mean- 
ing of the law. The corporation tax levied in 1909 produced only about 
80 per cent of normal during its first year, the subsequent revenue being 
enhanced through the establishment of complete rules and regulations 
for administration and through the prosecution of concerns disposed to 
evade the law. Ifa like experience is had with the individual income tax, 
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it would appear that the gross revenue ultimately to be expected might 
run from $46,000,000 to $50,000,000. The latter figure is probably 
the maximum that can be hoped for in any future full fiscal year, wealth 
and income standing as they do today in the United States. That there 
will be a slow growth as wealth and income increase is, of course, to be 
taken for granted. 

These facts signify that the income tax has proved a very serious 
disappointment, practically repeating the inference as to yield that was 
drawn in the experience of 1894. Indeed, when the immense growth 
of wealth during the past two decades is considered, the probable scanty 
yield of the income tax is very much more surprising now than it was at 
that time. It is evident that the complete figures when published will 
show a situation not dissimilar to the English experience. In Great 
Britain it has been found that the number of incomes above £1,000 a 
year is very small when measured as a percentage of the total number. 
The figures showing British experience, as is well known, were before the 
legislators who framed the income-tax sections of the tariff law, as were 
many figures designed to show the relative amounts of taxable wealth in 
the two countries. After much fruitless study, intended to demonstrate 
the far greater frequency of very large incomes in the United States, 
those who were engaged in the computation were obliged to admit that 
they had not succeeded in proving their point and that all the evidence 
pointed toward the existence of a condition in the United States similar 
to that recognized as being characteristic of Great Britain. Despite the 
evidence in the case, it was broadly claimed during discussions in Con- 
gress that the yield of the income tax would unquestionably be very 
much greater here than abroad, owing to the many very large incomes. 

—Upon this assumption were built the preliminary estimates ranging from 
$50,000,000 to $75,000,000 for the first year’s yield, which must now be 
compared with a probability of $30,000,000 to $40,000,000. .Although 
the tariff duties are proving about as productive as was indicated by the 
estimates, while internal revenue is slightly larger than had been pre- 
dicted, expenses have been much greater than it had been assumed they 
would be, so that the Department of the Treasury at the end of the fiscal 
year will he in a decidedly less satisfactory condition than had been 
thought, likely. In consequence, the resort to new methods of raising 
revenue Will probably become necessary, and thus will be forced to the 
front at an unexpectedly early date the question whether it is possible 
to make the income tax a genuine revenue resource instead of a mere 
political ornament, such as it now bids fair to be. The low yield of the 
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tax has convinced many that very little can be expected from a flat 
increase in the rate of levy upon the higher incomes, or through the 
establishment of a more markedly progressive gradation of rates. This 
leaves the alternative of lowering the exemption from $4,000 to some 
point that will permit the application of the rates to the great body of 
persons in moderate or “comfortable” circumstances. Such a reduction 
would be a direct reversal of the theory upon which, it was supposed, the 
income tax was originally framed. The intent at the outset was an- 
nounced as being that of relieving those classes upon whom the weight 
of indirect taxation now chiefly falls, by transferring the burden to 
recipients of the higher salaries and of the larger incomes from invested 
property. Alternative with such a reversal will be the expedient, now 
widely urged, of imposing a duty on tea, coffee, or beer, or upon all, with 
a possible resort to stamp taxes as a supplementary resource. 





BOOK REVIEWS AND NOTICES 


The Economic Synthesis. By AcuititeE Loria. Translated from 
the Italian by M. Epen Paurt. New York: Macmillan, 
1914. 8vo, pp. xii+368. $3.00. 

Professor Loria is known to English and American readers chiefly 
through the new classic, Economic Foundations of Society, which for its 
rigorous exploitation of the materialistic conception of history is scarcely 
equaled by the socialist economics of Karl Marx himself. 

The English translation of the present volume introduces Professor 
Loria as the author of an ingenious system of economic theory. Having 
scanned the whole round of the world’s history and economic thought, 
the author here offers to economic science a synthesis of the more or less 
incongruous and ephemeral theories which at various stages in the 
development of society have been accepted as principles governing the 
eternal struggle of mankind for self-preservation. The question of life 
is first and last a question of livelihood, and the question of livelihood in 
turn may be resolved into the problem of income. The present volume 
is precisely an endeavor on the part of the author to point the way to 
an understanding and a solution of this problem. 

Though considerably abridged to meet the requirements of the pub- 
lishers, the translation is well done, with the possible exception of certain 
passages which, after all, serve for literary effect rather than for pur- 
poses of exposition. The second part of chap. vi, which in the original 
appears as chap. vii, together with chap. viii, is entirely lacking in the 
translation. These and a few other less noteworthy omissions constitute 
the abridgments, but they are not of such a nature as to interfere seri- 
ously with the development of the fundamental theoretical formulations 
of the text. 

In his wide historical researches Professor Loria finds that all social 
evolution and changes in economic orders are to be referred to agricul- 
tural condition: as determined by the density of population. In the 
original state of society it is assumed that population was sparse and 
land superabundant, and that therefore the laborer working with his 
scant supply of capital led an isolated, economically independent exist- 
ence, his labor yielding him a certain margin beyond subsistence. Pres- 
ently, however, the inevitable increase in numbers encroaches upon the 
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product of the laborer and threatens not only the surplus above sub- 
sistence but subsistence itself. To avert the impending calamity it 
becomes necessary to increase production. This can be done only by 
recourse to co-operation or division of labor. But, according to Pro- 
fessor Loria, man naturally (instinctively) is averse to association and 
must be driven to it by external force. This end is easily encompassed 
by the more sagacious individuals who have accumulated a surplus and 
are thus able to coerce their economically weaker neighbors to collabo- 
rate in the processes of production. As population increases and the 
inexorable law of diminishing returns comes into play, increasingly more 
laborers lose their economic independence and are less and less able to 
resist the coercive influences of their more fortunate fellow-beings. The 
economic order, in this manner established, yields a product which in 
the aggregate is in excess of that produced under the system of isolated 
labor. This surplus, which is the amount above subsistence and the 
expenses of production, in general, is what Professor Loria calls income 
and which comes to be the coveted prize in the later struggle. These 
points are covered at some length and with scrupulous logic in the earlier 
chapters of the book. 

The chapters that follow are taken up with a detailed analysis of 
the various forms, degrees, and magnitudes of income as it appears at 
the different stages in the development of society in its economic aspect. 
However, a point is reached in the evolution of the productive processes 
at which coercive association of labor operates to the prejudice of any 
further realization of a net product (income). The reason for this 
untoward conjuncture is that, while co-operation makes for increased 
production, the element of coercion in the case acts in contravention 
to this tendency and undermines the productive capacity of the laborer 
and defeats the very purpose of coercive association. This phenomenon, 
according to the author, is purely a matter of human psychology and 
cannot be avoided. For instance, the low productivity of slave labor 
is to be accounted for in this way. In the face, therefore, of the per- 
sistent menace of an increase in numbers, the system of coercive co- 
operation must give place to a new and a more efficient (productive) 
economic order. The new economic system which, in the speculation 
of the author, is calculated to meet the needs of the situation is pro- 
duction by voluntary association of labor with free access to land. 
This transition from coercive to free association, which forms the subject- 
matter of the concluding chapter of the book, is the consummation of 
the unfolding process of the economic life of society which had its rise 
in simple, isolated economy. 
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The laws of income throughout the changing orders of society, in 
the light of this analysis, are revealed in the one element of association 
of labor, the incomes varying in form and character according. to the 
mode of association predominating at the time. Accordingly, the prob- 
lems of economic science have to do with methods of production rather 
than of dist:'bution (cf. conclusion). 

In so far as it is a question of fundamental postulates or distribution 
of emphasis, Professor Loria’s system is in accord with the theoretical 
deliverances of the classical masters in the science of economics. What 
distinguishes The Economic Synthesis from the work of these men is the 
introduction of such concepts as “coercion” in association, “struggle 
between incomes,” “revolution of incomes,” etc., all of which in effect 
serve the same purpose as the traditional categories of “exploitation of 
labor,” “class struggle,” “increasing misery,” “cataclysm,” etc., in the 
hands of orthodox Marxists at the present day. 

The close kinship between Professor Loria’s economic system and 
that of Karl Marx appears in clearer outline when viewed in the light 
of methodology. As with Marx, so with Professor Loria, the method of 
speculation and construction of theory is that of Hegelian metaphysics, 
according to which evolution is conceived of as purely a logical process. 
This method of thinking translated in modern phraseology is the con- 
ception of an inevitable (immanent), inherent process of unfolding— 
a scheme of development which is the result, not of external motivation, 
but of forces inherent in the economic and social phenomena themselves. 
In the Hegelian terminology it is an inward struggle of the genius of the 
universe toward reality or perfection. 

This system of thinking has for its point of departure the human 
reason. History is accordingly conceived of as a logical process—a 
reasonable unfolding of the economic life of society. All is resolved into 
reason and all is deduced from reason. After the various factors in his- 
tory are reviewed and their relationship determined, it will be discovered 
that economic evolution is an expression of the internal development of 
reason. Following the lead of Hegelian dialectic with unswerving con- 
sistency, Professor Loria’s conception of economic evolution admits of 
but three stages—isolated economy, coercive association, and freely 
associated labor. Similar to the thesis, antithesis, and synthesis in the 
Hegelian classification, they are all-inclusive. The first and the second 
Stages form the parenthesis which includes all possible extremes of 
economic orders. The third and final stage is the realization of a 
harmonious and perfect order. 





702 JOURNAL OF POLITICAL ECONOMY 


It must not be understood that the Hegelian metaphysics which 
guides the author through his long and wearisome search for the law of 
economic laws precludes the use of historical data. On the contrary, 
the facts of history are looked into first and united by a formula sug- 
gested by the facts. But the facts are interpreted in the light of the 
theory which itself purports to be deduced from them. In other words, 
the appeal to the oracle of history brings forth merely a prescribed 
response. That is to say, in the economic system of Professor Loria, 
on the assumption that the classical postulates of rent and population 
are true, the records of history are probed for the facts that may be made 
to fit the theory in hand. Presumably this is equivalent to a substan- 
tiation of the theory. So, from beginning to end, notwithstanding the 
author’s avowed respect for a genetic study of the productive processes 
in the course of social evolution, his conception of the development of 
society in its economic aspect is pre-eminently that of a logical process. 
Logically, rather than as a matter of brute causation, every step in this 
unfolding process is but a point of transition. The logic of the situation 
prevents any one system of productidn from establishing a separate 
existence without immediately becoming useless for the purpose in view. 
The scheme begins to disintegrate when the highest point in its develop- 
ment is reached. Social evolution, therefore, involves a process of inces- 
sant decay. But this decay is not annihilation, for the order which has 
to surrender its separate existence still remains as an important link in 
the chain of evolution which comes to rest only when the perfect and 
harmonious stage is reached. That is to say, according to Professor 
Loria’s theory, economic evolution ends with the scheme of free asso- 
ciation and free access to land. 

The conclusion suggested by the foregoing characterization is that 
the method of speculation employed by the author involves the trans- 
formation of a whole range of facts into a tissue of logical relations. All 
this theo-izing about ultimate ends and aims, this concept of finality 
and final causes, has, of course, nothing to do with the trend of modern 
scientific thought, which, being cast in the mold of Darwinism, conceives 
of evolution as a matter-of-fact causation. Apparently, the author of 
The Economic Synthesis has remained imperturbed by the modifications 
which the conception of evolution has undergone within the last half 
century and especially since the late development of the science of 
heredity. For Professor Loria, evolution is essentially teleological. 
‘One supreme purpose through the ages runs.” 

Tested by the standards of the modern scientific point of view, The 
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Economic Synthesis falls short of the requirements of a scientific treatise. 
In the view of modern science, scientific considerations are confined to 
indicating the operation of brute causation in the world of facts. Pro- 
fessor Loria’s interests move in other directions. Notwithstanding an 
earlier assertion concerning the transitory character of economic laws and 
phenomena, he is occupied chiefly in arguing how the social struggle is 
to end with the advent of a new order of things. Such a proposition as 
this is, of course, not amenable to scientific argument. It must be left 
to an abiding faith in the “Providence that shapes our ends.” In social 
evolution there is no warrant for the assumption of an automatic inter- 
play of natural forces. Still less is there any justification for the notion 
of absolute necessity in the succession of the steps in the development 
of social life. ' 

The principle assumptions in The Economic Synthesis stand upon an 
equally insecure ground. For instance, there seems to be no reason- 
able warrant, on either historical or ethnological grounds, for the concept 
of human life in isolation. Whatever may have been the sentiments of 
primitive man in the matter, in his struggle for subsistence he is never 
found isolated. As a question of economic expediency life cannot be 
maintained in isolation. History affords no instance of human life 
except in groups and communities.' 

Similarly, the notion of free association which is contingent upon 
free access to land finds no support in the facts of human endeavor at 
any period in the history of man. There seems to be no peculiar virtue 
in free land which must inevitably lead to social peace and economic 
harmony. This physiocratic insistence on the importance of land as 
a factor of production overlooks the technological facts in the productive 
scheme of a given period. Income (production) is not a function, solely 
or even primarily, of the supply of land, but rather it is a function of the 
state of the industrial arts. Questions of production and distribution 
are mainly questions of ways and means for compassing certain mate- 
rial ends—problems of technology. The economic importance of any 
one factor in the life of society depends on the state of the industrial 
arts. With a change of technology highly useful articles or instruments 


* Cf. Barrows, Ethno-Botany of Coahuila Indians; Basil Thomson, The Figians; 
T. B. Veblen, The Instinct of Workmanship. 

2It may be observed, for instance, that wherever the means of transportation 
has become an indispensable element in the economic life of modern communities, 
those in control of the transportation system by effectively controlling the markets are 
enabled to tap the income from the land without having access to the farms or the 
mines. 
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of production may lose their economic significance; for example, the 
flint quarries upon which the life of the Danish communities once 
depended were deserted after bronze displaced the flint ax. 

Judged by its fundamental hypotheses as well as by its method, 
The Economic Synthesis seems to hold forth scant reassurance to the 
science with which it deals, though it is the result of a laudable ambition 
and an amazing erudition. Substantially, it stands as a nicely arranged 
system of logic constructed by passing through the crucible of Hegelian 
metaphysics the postulates of physiocratic and English classical eco- 
nomics, tempered by the Marxian categories of “exploitation,” “surplus 


value,” and “class struggle.” 
LEON ARDZROONI 
UNIVERSITY OF MISSOURI 


A Short History of English Liberalism. By W. Lyon BLEAase. 
New York: Putnam, 1913. 8vo, pp. 374. $3.50. 

The activity of the English Liberal party in recent years has pro- 
voked considerable literary output. Winston Churchill, Herbert 
Samuel, and other leaders have written directly from the firing line; 
we have L. T. Hobhouse’ excellent study in the “Home University 
Series,” as well as a great mass of less distinguished writing inspired by 
the titanic struggles in which the party has been engaged. Mr. Blease’s 
book, however, is neither a polemic nor an apology. Indeed, incidentally 
to his task as historian, he performs with some success the ungrateful 
function of candid friend to the party. As faithfully does he record 
fai’ures as celebrate victories and triumphs. Students will welcome his 
history because of its complete fairness and sincerity. 

“By Liberalism,”’ he says, “I mean not a policy, but a habit of mind. 
It is the disposition of the man who looks upon each of his fellows as of 
equal worth with himself He assumes as the basis of his activity 
that he has no right to interfere with any other person’s attempts to 
employ his natural powers in what he conceives to be the best way.” 
Conversely, the positive side of Liberalism leads to “active steps to 
remove the artificial barriers which impede development.”’ 

From this standpoint the author traces the course of Liberalism from 
the reign of George III to the present, rigorously applying to the inter- 
vening statesmen the test of the principle*he has set forth. While the 
method has advantage in focusing attention on the advance of reform, 
on the whole it is at the cost of clearness. Few public men in the past 
have subscribed to his complete creed. Few do so today. The result 
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is that Gladstone, Bright, Macaulay, even Disraeli, appear at one time 
as apostles of reform, at another time as Tories and reactionaries. 
Asquith and McKenna are roundly scored on woman’s suffrage, while 
Sir Edward Grey, among the elect in this particular, as a foreign minister 
has been “watched with dismay by the most Liberal of his followers.” 

The author relies entirely on speeches and letters for his material. 
In consequence there is no deep delving into the fundamental causes of 
Liberalism. He portrays the advance of Liberal ideas without showing 
us the primary elements instrumental in their formation. Fulness of 
quotation enhances the value of the book but there is a lack of assimi- 
lation. While official documents have obviously been carefully studied, 
they have been handled as in a law court—there has been no going behind 
the face of the record. This probably explains some curious omissions 
and some distortion of emphasis. Francis Place fails to obtain recogni- 
tion in connection with the repeal of the Combination Acts in 1824, 
though his activity, as Webb has shown, was enormous. The fecun- 
dating influence of Chartism on the Liberalism of the early Victorian era 
is passed over in silence. The work of the Christian Socialists, the Posi- 
tivists, and a whole host of influences are neglected in favor of the purely 
political side of the subject. The author fails to set Liberalism in the 
perspective of the whole life of the people. He leaves the impression 
that the advancement or checking of Liberal ideas was the sole factor 
in every political situation. 

These are grave defects in what purports to be a history of Liber- 
alism. They are the unfortunate results of the scheme and method of 
treatment. Happily there are some solid merits to counterbalance them 
in part. The continuity of the Liberal tradition is imposingly set forth. 
Amid the welter of partisan politics and despite temporary reverses, Mr. 
Blease shows us how the forces of progress, now silently, now amid con- 
fused tramplings, march resistlessly forward. The Liberal principle 
advances surely and steadily along the lines of religious equality, political 
enfranchisement, factory reform, the reconstruction of the colonial sys- 
tem, free trade, and higher ideals in international dealings. 

The differentiation of the Manchester school and the philosophic 
Radicals is accomplished with fine skill: 


Conclusions which in the one case were reached by reasoning from 
accepted principles of human nature were reached in the other by the ways of 
practical experience The Radical was a free trader because protection 
benefited one class at the expense of another. The manufacturer was a free 
trader because protection, by rzising the price of corn, made his workpeople 
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wretched The Manchester school was essentially a middle-class school. 
The Radicals had nothing in common but their radicalism. 

Equally successful is his handling of the “little Englanders” of the 
Boer War period. Their attitude is shown to be of exactly the same 
temper as that which guided Gladstone in his foreign policy. 

Even if Mr. Blease’s work does fall short of perfection, he has given 
us a valuable study, particularly valuable in its wealth of quotation, 
which lines up for us in black and white the position of nearly all the 
eminent English statesmen of the nineteenth century. The reviewer 
notices an obvious misprint on p. go: the Gordon riots did not occur 


in June, 1880, but in 1780. 
D. A. MacGrsson 
BRANDON COLLEGE 


Economics of Interurban Railways. By Louis E. FiscHer. New 
York: McGraw-Hill Book Co., 1914. 12mo, pp. ix+116. 
$1. 50 net. 

The author of this book presents an analysis of the results of actual 
operation of a number of interurban railways in the United States and 
his conclusions therefrom with respect to costs of construction, earnings, 
expenses, and profit. The book is written “for the purpose of enabling 


the layman to comprehend fundamental conditions essential to an 
economically successful road, and the investor to discriminate between 
fundamentally good and bad electric interurban railway securities.” 

The operating data, which have been painstakingly collected, will 
be useful to both layman and engineer. The deductions worked out 
by the author will be of interest to the latter but should be used with 
caution by the former lest he be misled in some respects. 

Interurbans and their fields of operation are divided into two general 
groups, designated as “normal” and “‘abnormal.” As one follows this 
classification through the book it becomes apparent that by “normal” 
the author means “‘ideal’”’ or a near approach to it. By “abnormal” is 
meant unfavorable field and inadequate equipment, a combination not 
infrequently found on existing roads. Tributary population is classified 
among primary terminals, secondary terminals, and intermediate towns. 
Rural population is ignored, for reasons not fully convincing. To secure 
useful data on per capita earnings from these different classes of poulation, 
an extended analysis is made of actual earfiings. It is found that the 
size of the principal terminal has little effect on interurban earnings, and 
that roads without so-called intermediate terminals have fairly con- 
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sistent earnings per capita of intermediate towns, averaging about $10 
per year.- The author places too much reliance upon this average in 
using it to deduce the earnings per capita from intermediate terminals, 
and obtains results which are not only widely variable but in some cases 
quite impossible. In these cases earnings are deduced and indorsed for 
an interurban passing through a city far in excess of the usual earnings of 
local systems serving the whole of such cities. The departure of the 
author from the more established methods of estimating interurban 
earnings, based on all intermediate and rural population with minor 
additional allowances for terminal cities with local service, is therefore 
to be regretted. 

The discussion of operating expenses is based on the standard classi- 
fication of the Interstate Commerce Commission. The statement of 
this classification given in the book is confused by interjection of an 
abbreviated classification designed for quite small roads, in the complete 
list of accounts prescribed for large roads. The author’s basis of esti- 
mating expenses, per mile of track, is not commonly used by operators, 
but, with the service assumptions made, the estimates given may be 
converted readily into the more common car-mile figures, which are, in 
fact, given in some cases. The expense data given, based on the experi- 
ence of existing roads, may be generally used, with the reservation that 
they apply to the so-called normal road, with more substantial structures 
and more complicated equipment than is found on many systems. The 
author’s minimum expense per mile of $3,100 is greater than the earnings 
of some simple systems which have successfully escaped receivership. 
The assertions that the cost of maintenance of interurban track should 
not be very different from that of steam track, that equipment reaches 
its normal maintenance requirements within a year or two, and that 
taxes of interurbans and steam roads will become approximately equal 
per mile, are open to question. 

The classified estimates of construction cost and the accompanying 
discussion should, as stated in the text, “prove enlightening to those 
who are laboring under the erroneous impression that electric interurban 
railways can be built for insignificant amounts.’ They should also 
enable a layman to obtain a fairly close idea of the cost of a projected 
railway if he is acquainted with the local conditions. It should again 
be borne in mind that the figures, showing normal total cost of about 
$35,000 per mile, apply to substantial construction on private right of 
way. Interurbans are still being built along highways at costs mate- 
rially lower than the minimum figures given. 
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The author is to be commended for his repeated recommendation 
that no project of magnitude be undertaken without competent engi- 
neering services. This book will assist in determining whether or not 


a project has sufficient merit to justify such services. 
L. R. Nasu 


Boston, Mass. 


English Industries of the Middle Ages. By L. F. SALZMANN. Bos- 
ton: Houghton Mifflin Co., 1913. Pp. x+260. $2.00 net. 
This book approaches its subject from an unusual angle. Most 
histories of mediaeval industry are devoted to the development of indus- 
trial organization and drag their weary length along through gilds mer- 
chant and craft gilds and domestic systems and so forth. Mr. Salzmann 
undertakes to trace, in separate chapters, the separate histories of the 
most important English industries in the Middle Ages. It is amazing, 
when one comes to think of it, how little has been done in this particular 
direction. With the exception of Mr. Galloway’s Annals of Coal Mining, 
Mr. G. R. Lewis’ admirable book on The Stannaries, and the excellent 
local studies in the Victoria County History, there is nothing in print 
which deals satisfactorily with the mediaeval history of even the most 
important English industries. Mr. Salzmann, in rather less than 250 
pages, has done something to supply this deficiency. He has separate 
chapters on the earlier history of coal, iron, lead and silver, and tin 
mining; a chapter on quarrying, one on metal-working, one on pottery, 
another on cloth-making, another on leather-working, another on brew- 
ing, and a final one on the control of industry. Although these chapters 
are necessarily brief, it is gratifying to discover that in every one, with the 
possible exception of the last, where Mr. Salzmann follows a well-trodden 
path, he has been able to make a positive contribution of value to what 
is already known about the subject. He has drawn very largely upon 
unpublished material and must have read an enormous number of docu- 
ments in order to accumulate his facts. Anyone who has worked at all 
in the sources of mediaeval industrial history knows how far scattered 
they are. It is a great pity that Mr. Salzmann was forced to abandon 
his original plan of compiling a companion volume of transcripts from 
the documents after the manner of Fagniez’ Documents relatifs a 
Vhistoire de Vindusirie et du commerce en France. 
It would take too long to apprize the many valuable points which 
Mr. Salzmann has made in the course of his little book. Only a few 
can be indicated, as, for example, his figures on the English coal trade 
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under Elizabeth, his excellent accounts of the early methods of working 
iron and lead (he notes the use of a hammer driven by water power for 
the breaking of ore as early as 1496), and his descriptions (long needed) 
of the various processes in mediaeval cloth-making and in the prepara- 
tion of leather. It ought to be remarked, in passing, that he corrects an 
old fallacy about the “burellers” which led Mr. Unwin astray some years 
ago (p. 136; cf. Unwin, Industrial Organization in the 16th and 17th Cen- 
turies, p. 28). These morsels will serve to give a taste of the erudition 
which flavors the whole book. 

Perhaps the most pleasing feature about the book is its absolute 
freedom from any form of pedantry. Mr. Salzmann has, if anything, 
too scant respect for the methods of the dry-as-dust. He might have 
enlarged his footnotes to advantage and, had he chosen, he could easily 
have added a valuable bibliographical appendix. His method of treat- 
ment is delightful. Already in his Mediaeval Byways he has shown how 
lightly and gracefully he can drape the dry bones which he digs out of 
old graveyards, and he displays the same facility in this volume. One 
sample of his style will serve to illustrate this point: ‘The mediaeval 
craftsman was not called a master of craft for nothing! He had no more 
conscience than a plumber and his knowledge of ways that are dark and 
tricks that are vain was extensive and peculiar.”’ It is not every writer 
of mediaeval history that can quote Bret Harte to such purpose! 


CONYERS READ 
UNIVERSITY OF CHICAGO 


A Select Bibliography for the Study, Sources, and Literature of 
English Mediaeval Economic History. Compiled by a seminar 
of the London School of Economics under the supervision of 
Hubert Hall. London: P. S. King & Son, 1914. 8vo, pp. 
xili+350. 55. net. 

It was an admirable idea of Mr. Hall to combine a series of lectures 
on the theory of historical bibliography with practical experiment in 
“this needful exercise.” Would that there were more teachers like him 
and more students like his! Most students show great disinclination to 
bibliographical research. 

The book falls into three parts. The introduction deals with the 
instruments of research and the auxiliary sciences, and gives working 
bibliographies, inventories of records and state archives, inventories of 
local records and provincial archives, etc. Part II, ‘The Sources of 
Mediaeval Economic History,” is composed of bibliographies of the 
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sources of England, England’s “sister-kingdoms” (Scotland, Wales, 
Ireland), and England’s continental neighbors. Part III deals with the 
modern literature pertaining to English mediaeval economic history, 
broadly grouped under central and local government, church, social 
conditions, physical conditions, and economic thought. The first part, 
dealing with method and sources, is undoubtedly the work of Mr. Hall 
and naturally is much the best part of the whole. Mr. Hall guards his 
students from overmuch blaming from the critic by conceding that “the 
selection made [in Part III] is not exhaustive and is even arbitrary.” 
This would seem to be a delicate way of conveying the idea that a good 
deal of the work in the book is amateurish—which it certainly is. No 
uniform method of citing authors and titles is followed. The place of 
publication is sometimes given, sometimes omitted. Proper names 
are sometimes carelessly or erroneously given (2059, 2451). A serious 
omission is the failure to give the number of volumes in a work. Second 
editions sometimes have escaped notice. In the case of foreign works 
which have been translated there is often no information to that effect, 
e.g., Janssen’s and Pastor’s great works. On the other hand, Hel- 
molt’s History of the World is credited to the editor of the English 
translation. Classification has not infrequently been a stumbling- 
block to Mr. Hall’s students. Miss Bateson’s article in the English 
Historical Review on ‘The Laws of Breteuil” is put under law courts, 
and Professor George B. Adams’ Civilization during the Middle Ages 
under manners and customs! Evidently no examination was made 
of the works themselves and the classifier was guided by the title 
only. Omission of much pertinent literature perhaps was necessary 
in a bibliography not intended to be “exhaustive,” yet surely the Paston 
Letters ought to have been mentioned. These criticisms are not meant 
to be captious. In spite of its amateurish character and its manifest 
limitations, this bibliography will be of great convenience to the student. 


JAMES WESTFALL THOMPSON 
UNIVERSITY OF CHICAGO 


Financial History of Ohio. By Ernest LupLow BoGart. Uni- 
versity of Illinois Studies in the Socia] Sciences, Vol. I, Nos. 
rand 2,1912. 8vo, pp. 358. $1.80. 

In this volume Professor Bogart has set forth a part of the results 
of his investigation of the financial history“of Ohio. Part I contains 
three chapters relating to the “Financial and Economic History of 
Ohio,” ‘Receipts and Expenditures,” and “Financial Administration 
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and Budgetary Practice.’ Part II, relating to the “History of Taxation 
in Ohio,” contains three chapters on the “General Property Tax,” 
“History and Taxation of Banks and Banking and Railroads,” and 
“Business and Miscellaneous Taxes.”’ The author’s articles on the his- 
tory of the state debt, published in this Journal,’ have not been incor- 
porated in the book. Two chapters, dealing respectively with “Internal 
Improvements” and “Local Finance,” have been omitted because of 
limitations of space. 

Professor Bogart’s Financial History of Ohio is a substantial con- 
tribution in its field. At all points the author shows himself a master of 
public finance, and he handles the details in such a manner that they 
are significant. A most commendable feature of the book is that both 
the growth of expenditures and the changes in the system of taxation 
are closely connected with the economic history of the state. The 
statistical data relating to receipts and disbursements have been worked 
out and presented in good form. It is regrettable, however, that several 
evident errors have crept into the compilation (see, e.g., p. 139). 

Unfortunately, as a piece of book-making the volume must be 
adversely criticized. Though some repetition is unavoidable in a work 
of this kind, much of that which occurs might have been eliminated by 
careful editing. The book is marred by much bad writing and numer- 


ous grammatical errors, especially in chaps. iand ii. Finally, the proof- 
reading has not been well done. 


H. A. MILs 


UNIVERSITY OF KANSAS 





The Agrarian Revolution in Georgia, 1865-1912. By ROBERT PRESTON 
Brooks. Bulletin of the University of Wisconsin No. 639. Madi- 
son: University of Wisconsin, 1914. 8vo, pp. 129. $0.40. 

The chaotic conditions in the agriculture of the South that followed the 
Civil War have been the subject of much study, but since the process of 
industrial readjustment is still going on there is opportunity for further investi- 
gation. This monograph devotes itself mainly to the subject of land tenure in 
Georgia as affected by the quantity and quality of the labor supply. The 
struggle of land-owners after the War to maintain the plantation system gave 
way before economic and psychological difficulties—the very great scarcity of 
laborers and the negroes’ dislike of working under supervision and control. 
For many years these two factors held the whip hand of the situation, and this 
resulted in the ill and haphazard agriculture under share tenants (“‘croppers”’) 


* April, May, and June, 1911. 
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and renters. The negroes much preferred the independence of the latter 
system, but with their sense of responsibility still undeveloped this method 
made for the poorest sort of cultivation and the actual abuse of agricultural 
opportunities. During the last decade there has been a distinct drift toward 
a share-tenant system with less onerous exactions on the part of the owner, to 
the better satisfaction of both laborers and owners and to the improvement and 
more certain stability of the industry; in effect this frequently means a return 
to the plantation system. The general tendency is true of all parts of the state, 
whether white or black predominate. The author had exceptional opportuni- 
ties for his study in connection with his work as special investigator for the 
Thirteenth Census, and he has added a good deal of interesting material to 
one important phase of the industrial history of the South. 


Copartnership in Industry. By C. R. Fay. Cambridge, England: 

The University Press, 1913. 16mo, pp. 146. $0.40. 

In this book the author gives a short history of copartnership in industry 
and describes its various types, delineating at length several such schemes as 
have been introduced, within the past few decades, by Godin and Leclaire 
in France and by Lever Brothers and the South Metropolitan Gas Company 
in England. 

While emphasizing the importance of copartnership as a means of ending 
the eternal strife between labor and capital, the author realizes the inexpedi- 


ency of state intervention in this part of the economic field and the impractica- 
bility of the adoption of any one universal method to bring about the desired 
effects. 


Insurance and the State. By W. F. GepHart. New York: Macmillan, 
1913. 8vo, pp. xilit+-228. $1.25. 

The case for state monopolization of the various branches of the insurance 
field is very attractive, at first sight. The co-operative principle upon which 
all insurance is based and the wide distribution of risk required to give effect 
to the law of probability point to insurance as a social function and a very 
proper sphere for the exercise of state ownership. Professor Gephart discusses 
the wisdom of state interference in life, fire, and industrial insurance, regarding 
such interference first as a source of revenue to the state and secondly as a 
means of extending the benefits of insurance and of lowering its cost. He 
concludes that state insurance would be a failure as a financial measure. 
Since the present private companies are efficiently managed as a rule, the state 
could not reduce the expenses of insurance to any appreciable extent. Large 
agency expenses are necessary in the case of life insurance companies to spread 
the advantages of insurance. The abuses of private ownership can be largely 
eliminated by proper state regulation and the repeal of unwise laws, such as the 
valued-policy laws in the case of fire insurance companies, which now hinder 
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development. In short, only in the field of industrial accident insurance, old- 
age insurance, and other forms of social insurance is there a plausible justifica- 
tion for state interference, in the opinion of Professor Gephart. The practical 
difficulties of application in the different states of the Union outweigh the 
theoretical advantages even here. 


The Primitive Family as an Educational Agency. By ARTHUR JAMES 
Topp. New York: Putnam, 1913. 8vo,pp.ix+251. $1.75 net. 

In this admirable book Dr. Todd has shown the origins of primitive 
education and the function of the primitive family in developing it. Present- 
day education, he thinks, has much of its foundation upon these primitive teach- 
ings. Primitive education prepared the young for the life which they were to 
lead in the group; it was largely economic and eliminated most of the aesthetic 
features. The family relations themselves originated from an economic need, 
that of caring for offspring. The author answers the query as to whether edu- 
cation was a family or group affair by stating that the family was one, but not 
the only, source of primitive knowledge, as the group or tribal education was 
also very important. 

The value of the book from an economic standpoint is that it shows clearly 
the great importance of economic conditions in shaping human institutions and 
impresses the fact that such is still the process, as our present-day conditions 
will be productive of different future institutions. 


The Modern Trust Company. By F. B. KrrxpripeE and J. E. STERRETT. 
4th ed. New York: Macmillan, 1913. Royal 8vo, pp. xiii+319. 
$2.50. 

The third edition of this book was published in 1907. The new edition 
recognizes the steady growth there has been in trust companies since that time, 
and the development of their importance as financial institutions. Besides 
bringing the volume as a whole up to date, the authors have rearranged and 
amplified the bibliography. 


Lincoln, Labor and Slavery. By HermMAN ScuitTerR. New York: 
Socialist Literature Co., 1913. 12m0, pp. 237. 

Declaring that “there is indeed no impartial history,” the author frankly 
acclaims his class-conscious bias in this discussion of the development of the 
labor movement in its relation to abolition and the Civil War. A belief that 
the same economic evils were at the root of both the chattel slavery of the 
negro and the wage slavery of the working-man early turned the sympathies 
of the members of the working class to the abolition movement. The value 
of this support from the laboring classes in the North, in the South, and abroad, 
particularly in England, was, in the author’s view, incalculable; it was the 
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strength of the Union cause; without it the success of the North would have 
been problematical. That Lincoln was profoundly appreciative of the working- 
men’s position, his reply to the Manchester working-men’s address shows; but 
Mr. Schliiter would disabuse the working-class mind of the notion that the 
President’s economic and political views were its views, that he had excogitated 
for himself a theory of economic evolution like unto the laborer’s. Lincoln’s 
outlook and sympathies always remained those of the middle class. 


Natural Sources of Energy. By A. H. Grsson. Cambridge, England: 
The Cambridge University Press, 1913. 16mo, pp. vi+131. 
$0.40. 

This book, the work of a professor of engineering in the University of 

St. Andrews, contributes a good deal of interesting data on the subject of the 
fuel supply of the future. The author is extremely optimistic in regard to the 
maintenance of adequate fuel supplies in the ages to come, believing that science 
will furnish inventions that will economize the use of fossil fuels and make 
more and more available other sources of energy—power from vegetable sources, 
from solar energy, from tides, from waterfall, and from wind. This change in 
the kind of energy, however, may involve serious disturbance of the distribution 
of activities on the earth’s surface and cause a relocation of the dominant 
industrial and political communities. 


The Industrial Situation. By Frank Tracy Cartton. New York: 

Revell, 1914. 8vo, pp. 159. $0.75 net. 

This book is an attempt to present to the general reader a broad survey 
of the entire industrial situation. The author succeeds admirably in intro- 
ducing within the limited space of this volume the elementary concepts of 
factory legislation, regulation of hours of work, immigration, trade unions, 
unemployment, industrial education, scientific management, and the problem 
of woman and child labor. Summaries at the ends of the chapters, and refer- 
ences to more extended discussions, invite the reader to pursue his inquiry 
further. 


Arms and Industry. A Study of the Foundations of International Polity. 
By NorMAN ANGELL. New York: Putnam, 1914. 8vo, pp. 
xlv-+248. $1.25. 

This book seeks to refute the dogma that physical force, either active or 
latent, is necessary for the preservation of national identity. Militarism, 
the national expression of the creed of force, ig stunting to the growth of all 
the highest factors of civilization and should be opposed on grounds of ecc mic 
futility and social hostility. The interdependence of nations coday is so com- 
plex, so wide-reaching in economic, intellectual, and moral relations, that 
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political units can intrude an opposition of force only at the cost of progress. 
Neither national isolation nor national omnipotence is possible, and the 
attempt to build a wall of exclusion or of antagonisms is useless or mischievous. 
It is an exceedingly thoughtful thesis that Mr. Angell presents and it reflects 
high social ideals. It would seem that modern conditions were ripe for a 
serious consideration of his political thought. 


Social Justice without Socialism. By Joun Bates Ciark. Boston and 
New York: Houghton Mifflin Co., 1914. 16mo, pp. 49. $0.50. 


In this essay Professor Clark discusses various non-socialistic methods 
of social improvement, which he urges should be given a fair trial before more 
extreme measures are adopted. His program of reform would include the 
initiative, the referendum, the recall, and the short ballot. The more direct 
participation of the people in government, he believes, would make possible 
the enactment of economic and social legislation that would promote social 
justice. These laws would be designed primarily to benefit the poor man. 
To satisfy those whé now complain of their poverty, the author would favor 
prohibition of child labor, except under certain restrictions, regulation of the 
hours of work of adult employees in some occupations, the revision of the 
protective tariff, the reform of the banking and currency system, and the 
establishment of public works to solve the problem of unemployment. Laws 
restricting the power of monopoly, however, would be most efficacious in remov- 
ing injustice in the distribution of the social dividend. This scheme of social 
justice would halt before reaching the boundaries of socialism. Socialists 
decry interest on capital as unjust, but Professor Clark suggests it is right for 
a man to pay interest for the use of capital because he can catch more fish 
with a hook and line from a canoe than he can with his bare hands. The 
wages of the lower classes can be raised by forces which tend to increase the 
amount of capital; not by the practice of sabotage. 


Boycotts and the Labor Struggle. By Harry W. LAIDLeR. New York: 

John Lane Co., 1913. 8vo, pp. 488. $2.00 net. 

If one really wants to know what the boycott has meant in the labor 
struggle and what it is likely to mean, Mr. Laidler’s statement of the situation 
should help toward such an understanding. The best of what he has to say 
is found in the second and third parts of the book. Part I, though necessary 
to his exposition, is rather wearisome, because the purpose of the historical 
matter there presented is not clear at the time, and its detail therefore does 
not seem to bear on any definite point. The discussion of the status of the 
boycett in the American courts, on the other hand, is concrete and definite, 
with tue result that the reader retains a vivid notion of how the courts are 
dealing with boycott cases, and of the doctrines on which such decisions are 
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based. This by no means implies that the bases for those decisions appear 
clear and indisputable, but only that Mr. Laidler is able to make very evident 
the difficulties in the way of using the boycott when such ill-defined doctrines 
as illegal ends, illegal means, malice, and interest must be applied and recon- 
ciled in the court decisions. But the third part of the book, that which deals 
with boycotts in the light of social and economic conditions, is the most inter- 
esting. Here the author undertakes to give the social and economic reasons 
for legalizing the boycott and to suggest what might be the outcome if that is 
not done. In his opinion failure to legalize would drive labor to the use of 
secret and underhand methods or to direct action in order to attain the ends 
for which it is now using the boycott. On the other hand, he says, “the legali- 
zation of the boycott is likely to reduce the number of strikes and to lead to 
a larger number of trade agreements. If the employer knows that the employees 
can cut off his sales by the use of this weapon, he is more likely carefully to 
consider their demands.” 


The Facts of Socialism. By Jessre WALLACE HucHAN. New York: 

John Lane Co., 1913. 8vo, pp. 175. $0.75 net. 

This is a little book intended ‘“‘to supply the vacancies left by college 
courses” and to present to non-collegians the facts of Socialism. The author 
gives a historical sketch of the movement from the rise of Utopian Socialism 
to the formation of the Socialist party in 1901 in the United States, and 
attempts to correct some misconceptions of Socialism, concerning, for example, 
marriage and the family, religion, communism, individual ethics, and human 
nature. The author regards Socialism as a definite force in the world’s history, 
as a political movement of the working class for the complete socialization of 
industries and capital which, when achieved, will give rise to the Socialist 
Commonwealth. This Socialist state is to be brought about in part auto- 
matically, by economic forces, and in part deliberately, by legislation of four 
general types, viz., political, financial, industrial, and collectivist. In speak- 
ing of American Socialism, Miss Hughan concludes that the issue is the problem 
of revolutionary versus reformist administration of municipalities; and that 
the Socialist tactics must be shaped in the last analysis by economic forces. 





